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Title  12-BANKS  AND  BANKING 

Chapter  II — Federal  Reserve  System 

SUBCHAPTER  A — BOARD  OF  GOVERNORS  OF  THE 
FEDERAL  RESERVE  SYSTEM 

l Reg-  Z] 

PART  226— TRUTH  IN  LENDING 

1.  Effective  July  1,  1969,  Part  226  is 
added,  as  set  forth  below. 

2a.  This  part  implements  the  provi¬ 
sions  of  the  Truth  in  Lending  Act,  which 
is  title  I  of  the  Consumer  Credit  Protec¬ 
tion  Act  (Public  Law  90-321;  82  Stat. 
146;  15  U.S.C.  1601ff).  Notice  of  pro¬ 
posed  rule  making  with  respect  to  this 
part  was  published  in  the  Federal  Regis¬ 
ter  of  October  18,  1968  (33  F.R.  15506). 

b.  Proposals  published  in  the  notice 
of  proposed  rule  making  have  been  re¬ 
vised  in  response  to  comments  received 
on  these  proposals  and  further  staff 
study.  Numerous  editorial  and  minor 
structural  changes  were  made  in  an  effort 
to  avoid  ambiguities  and  clarify  certain 
provisions.  In  addition  a  variety  of  sub¬ 
stantive  changes  were  made  in  the  pro¬ 
posed  regulation.  These  changes  will  aid 
both  in  facilitating  compliance  with  the 
Act  by  creditors  and  insuring  that  con¬ 
sumer  credit  customers  receive  meaning¬ 
ful  disclosures.  The  complex  and  highly 
technical  formulas  and  computations 
found  in  §  226.11  of  the  proposed  regula¬ 
tion  have  been  removed  from  the  body  of 
the  regulation  and  placed  in  Supplement 
I.  The  general  rule  for  the  computation 
of  the  annual  percentage  rate  and  cer¬ 
tain  provisions  regarding  charts  and 
tables  have  been  moved  from  that  section 
to  §  226.5  of  the  regulation.  Supplement 
I  will  not  be  needed  by  most  creditors. 
It  is  incorporated  in  the  regulation  by 
reference.  It  will  be  published  in  the 
Federal  Register  on  February  12,  1969, 
and  is  available  without  charge  upon 
written  request  to  the  Board. 

The  Board  has  prepared  sets  of  tables 
which  may  be  used  by  creditors  to  deter¬ 
mine  the  annual  percentage  rate  required 
to  be  disclosed  by  the  Act.  Table  FRB — 
100-M  covers  up  to  60  monthly  pay¬ 
ments;  Table  FRB — 200-M  covers  61  to 
120  monthly  payments;  Table  FRB — 
300-M  covers  121  to  480  monthly  pay¬ 
ments  and  Table  FRB — 100-W  covers  up 
to  104  weekly  payments.  These  four 
tables,  bound  as  Volume  I,  are  available 
from  the  Board  or  any  of  the  12  Federal 
Reserve  Banks.  Another  set  of  tables  and 
instructions,  bound  as  Volume  n,  can  be 
used  in  conjunction  with  the  first  volume 
to  compute  annual  percentage  rates  for 
transactions  with  irregular  payments  or 
those  involving  multiple  advances.  Each 
volume  of  tables  is  available  at  a  price 
of  $1  per  copy  for  single  orders,  and  85 
cents  per  copy  on  orders  of  10  or  more 
copies.  Payment  should  accompany  each 
order  for  tables. 

Although  Congress  assigned  the  Board 
the  responsibility  of  writing  the  regula¬ 
tion,  enforcement  was  assigned  to  nine 
different  Federal  agencies.  The  Federal 
Trade  Commission  will  have  the  major 
enforcement  responsibilities  since  it  will 
have  jurisdiction  over  all  retailers  in  ad¬ 


dition  to  other  creditors  not  specifically 
under  the  jurisdiction  of  the  other  Fed¬ 
eral  agencies.  The  other  enforcement 
agencies  are  as  follows:  the  Federal  Re¬ 
serve  Board  for  State  banks  which  are 
members  of  the  Federal  Reserve  System; 
the  Federal  Deposit  Insurance  Corpora¬ 
tion  for  insured  State  banks  which  are 
not  members  of  the  Federal  Reserve  Sys¬ 
tem;  the  Comptroller  of  the  Currency 
for  national  banks;  the  Federal  Home 
Loan  Bank  Board  for  federally  insured 
savings  and  loan  associations;  the  Bu¬ 
reau  of  Federal  Credit  Unions  for  Federal 
credit  unions;  the  Interstate  Commerce 
Commission  for  carriers  which  it  regu¬ 
lates;  the  Civil  Aeronautics  Board  for 
airlines;  the  Agriculture  Department  for 
creditors  under  the  Packers  and  Stock- 
yards  Act.  Inquiries  from  creditors  should 
be  addressed  to  the  agency  charged  by 
Congress  with  enforcement  for  that  par¬ 
ticular  group  of  creditors. 

Dated  at  Washington,  D.C.,  this  31st 
day  of  January  1969. 

By  order  of  the  Board  of  Governors. 

Robert  P.  Forrestal, 
Assistant  Secretary. 
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Authority  :  The  provisions  of  this  Part  226 
issued  under  15  U.S.C.  1601-1605. 

§  226.1  Authority,  scope,  purpose,  etc. 

(a)  Authority,  scope,  and  purpose.  (1) 
This  part  comprises  the  regulations  is¬ 
sued  by  the  Board  of  Governors  of  the 
Federal  Reserve  System  pursuant  to  title 
I  (Truth  in  Lending  Act)  and  title  V 
(General  Provisions)  of  the  Consumer 
Credit  Protection  Act  (Public  Law  90- 
321;  82  Stat.  146  et  seq.)  which  appear 
in  the  appendix  to  this  part.  Except  as 
otherwise  provided  herein,  this  part  ap¬ 
plies  to  all  persons  who  in  the  ordinary 
course  of  business  regularly  extend,  or 
offer  to  extend,  or  arrange,  or  offer  to 
arrange,  for  the  extension  of  consumer 
credit  as  defined  in  paragraph  (k)  of 
§  226.2. 

(2)  This  part  implements  the  Act,  the 
purpose  of  which  is  to  assure  that  every 
customer  who  has  need  for  consumer 
credit  is  given  meaningful  information 
with  respect  to  the  cost  of  that  credit 
which,  in  most  cases,  must  be  expressed 
in  the  dollar  amount  of  finance  charge, 
and  as  an  annual  percentage  rate  com¬ 
puted  on  the  unpaid  balance  of  the 
amount  financed.  Other  relevant  credit 
information  must  also  be  disclosed  so 
that  the  customer  may  readily  compare 


the  various  credit  terms  available  to  him 
from  different  sources  and  avoid  the 
uninformed  use  of  credit.  This  part  also 
implements  the  provision  of  the  Act  un¬ 
der  which  a  customer  has  a  right  in 
certain  circumstances  to  cancel  a  credit 
transaction  which  involves  a  lien  on  his 
residence.  Advertising  of  consumer  credit 
terms  must  comply  with  specific  require¬ 
ments,  and  certain  credit  terms  may  not 
be  advertised  unless  the  creditor  usually 
and  customarily  extends  such  terms. 
Neither  the  Act  nor  this  part  is  intended 
to  control  charges  for  consumer  credit, 
or  interfere  with  trade  practices  except 
to  the  extent  that  such  practices  may  be 
inconsistent  with  the  purpose  of  the  Act. 

(b)  Administrative  enforcement,  (l) 
As  set  forth  more  fully  in  sectioji  108  of 
the  Act,  administrative  enforcement  of 
the  Act  and  this  part  with  respect  to 
certain  creditors  is  assigned  to  the 
Comptroller  of  the  Currency,  Board  of 
Directors  of  the  Federal  Deposit  Insur¬ 
ance  Corporation,  Federal  Home  Loan 
Bank  Board  (acting  directly  or  through 
the  Federal  Savings  and  Loan  Insurance 
Corporation) ,  Director  of  the  Bureau  of 
Federal  Credit  Unions,  Interstate  Com¬ 
merce  Commission,  Civil  Aeronautics 
Board,  Secretary  of  Agriculture,  and 
Board  of  Governors  of  the  Federal  Re¬ 
serve  System. 

(2)  Except  to  the  extent  that  admin¬ 
istrative  enforcement  is  specifically  com¬ 
mitted  to  other  authorities,  compliance 
with  the  requirements  imposed  under 
the  Act  and  this  part  will  be  enforced 
by  the  Federal  Trade  Commission. 

(c)  Penalties  and  liabilities.  Section 
112  of  the  Act  provides  for  criminal  lia¬ 
bility  for  willful  and  knowing  failure 
to  comply  with  any  requirement  im¬ 
posed  under  the  Act  and  this  part,  and 
section  130  of  the  Act  provides  for  civil 
liability  on  the  part  of  any  creditor  who 
fails  to  disclose  any  information  required 
under  chapter  2  of  the  Act  and  under 
the  corresponding  provisions  of  this  part. 
Pursuant  to  section  108  of  the  Act,  vio¬ 
lations  of  the  Act  or  this  part  constitute 
violations  of  other  Federal  laws  which 
may  provide  further  penalties. 

§  226.2  Definitions  and  rules  of  con¬ 
struction. 

For  the  purposes  of  this  part,  unless 
the  context  indicates  otherwise,  the  fol¬ 
lowing  definitions  and  rules  of  construc¬ 
tion  apply: 

(a)  “Act”  refers  to  the  Truth  in  Lend¬ 
ing  Act  (title  I  of  the  Consumer  Credit 
Protection  Act) . 

(b)  “Advertisement”  means  any  com¬ 
mercial  message  in  any  newspaper,  mag¬ 
azine,  leaflet,  flyer,  or  catalog,  on  radio, 
television,  or  public  address  system,  in 
direct  mail  literature  or  other  printed 
material,  on  any  interior  or  exterior  sign 
or  display,  in  any  window  display,  in 
any  point-of -transaction  literature  or 
price  tag  which  is  delivered  or  made 
available  to  a  customer  or  prospective 
customer  in  any  manner  whatsoever. 

(c)  “Agricultural  purpose”  means  a 
purpose  related  to  the  production,  har¬ 
vest,  exhibition,  marketing,  transporta¬ 
tion,  processing,  or  manufacture  of  agri¬ 
cultural  products  by  a  natural  person 
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who  cultivates,  plants,  propagates,  or 
nurtures  those  agricultural  products. 
“Agricultural  products”  includes  agri¬ 
cultural,  horticultural,  viticultural,  and 
dairy  products,  livestock,  wildlife,  poul¬ 
ts  bees,  forest  products,  fish  and  shell¬ 
fish  and  any  products  thereof,  including 
processed  and  manufactured  products, 
and  any  and  all  products  raised  or  pro¬ 
duced  on  farms  and  any  processed  or 
manufactured  products  thereof. 

(d)  “Amount  financed”  means  the 
amount  of  credit  of  which  the  customer 
will  have  the  actual  use  determined  in 
accordance  with  paragraphs  (c)  (7)  and 
(d)(4)  of  §  226.8. 

(e)  “Annual  percentage  rate”  means 
the  annual  percentage  rate  of  finance 
charge  determined  in  accordance  with 
§  226.5. 

(f)  “Arrange  for  the  extension  of 
credit”  means  to  provide  or  offer  to  pro¬ 
vide  consumer  credit  which  is  or  will  be 
extended  by  another  person  under  a 
business  or  other  relationship  pursuant 
to  which  the  person  arranging  such 
credit  receives  or  will  receive  a  fee,  com¬ 
pensation,  or  other  consideration  for 
such  service  or  has  knowledge  of  the 
credit  terms  and  participates  in  the  prep¬ 
aration  of  the  contract  documents  re¬ 
quired  in  connection  with  the  extension 
of  credit.  It  does  not  include  honoring 
a  credit  card  or  similar  device  where 
no  finance  charge  is  imposed  at  the  time 
of  that  transaction. 

(g)  “Billing  cycle”  means  the  time  in¬ 
terval  between  regular  periodic  billing 
statement  dates.  Such  intervals  may  be 
considered  equal  intervals  of  time  unless 
a  billing  date  varies  more  than  4  days 
from  the  regular  date. 

(h)  “Board”  refers  to  the  Board  of 
Governors  of  the  Federal  Reserve  System. 

(i)  “Cash  price”  means  the  price  at 
which  the  creditor  offers,  in  the  ordinary 
course  of  business,  to  sell  for  cash  the 
property  or  services  which  are  the  sub¬ 
ject  of  a  consumer  credit  transaction.  It 
may  include  the  cash  price  of  accessories 
or  services  related  to  the  sale  such  as 
delivery,  installation,  alterations,  modi¬ 
fications,  and  improvements,  and  may  in¬ 
clude  taxes  to  the  extent  imposed  on  the 
cash  sale,  but  shall  not  include  any  other 
charges  of  the  types  described  in  §  226.4. 

(j)  “Comparative  Index  of  Credit  Cost” 
means  the  relative  measure  of  the  cost 
of  credit  under  an  open  end  credit  ac¬ 
count,  computed  in  accordance  with 
!  226.11,  and  is  the  expression  of  the 
“average  effective  annual  percentage  rate 
of  return”  and  the  “projected  rate  of  re¬ 
turn”  which  appear  in  section  127(a)  (5) 
of  the  Act. 

(k)  “Consumer  credit”  means  credit 
offered  or  extended  to  a  natural  person, 
in  which  the  money,  property,  or  service 
which  is  the  subject  of  the  transaction  is 
primarily  for  personal,  family,  house¬ 
hold,  or  agricultural  purposes  and  for 
which,  either  a  finance  charge  is  or  may 
be  imposed  or  which  pursuant  to  an 
agreement,  is  or  may  be  payable  in  more 
than  four  installments.  “Consumer  loan” 
is  one  type  of  “consumer  credit.” 

(l)  “Credit”  means  the  right  granted 
by  a  creditor  to  a  customer  to  defer  pay¬ 


ment  of  debt,  incur  debt  and  defer  its 
payment,  or  purchase  property  or  serv¬ 
ices  and  defer  payment  therefor.  (See 
also  paragraph  (bb)  of  this  section.) 

(m)  “Creditor”  means  a  person  who  in 
the  ordinary  course  of  business  regularly 
extends  or  arranges  for  the  extension  of 
consumer  credit,  or  offers  to  extend  or 
arrange  for  the  extension  of  such  credit. 

(n)  “Credit  sale”  means  any  sale  with 
respect  to  which  consumer  credit  is  ex¬ 
tended  or  arranged  by  the  seller.  The 
term  includes  any  contract  in  the  form 
of  a  bailment  or  lease  if  the  bailee  or 
lessee  contracts  to  pay  as  compensation 
for  use  a  sum  substantially  equivalent  to 
or  in  excess  of  the  aggregate  value  of 
the  property  and  services  involved  and  it 
is  agreed  that  the  bailee  or  lessee  will 
become,  or  for  no  other  or  for  a  nominal 
consideration  has  the  option  to  become, 
the  owner  of  the  property  upon  full  com¬ 
pliance  with  his  obligations  under  the 
contract. 

(o)  “Customer”  means  a  natural  per¬ 
son  to  whom  consumer  credit  is  offered 
or  to  whom  it  is  or  will  be  extended,  and 
includes  a  comaker,  endorser,  guarantor, 
or  surety  for  such  natural  person  who  is 
or  may  be  obligated  to  repay  the  exten¬ 
sion  of  consumer  credit. 

(p)  “Dwelling”  means  a  residential- 
type  structure  which  is  real  property  and 
contains  one  or  more  family  housing 
units,  or  a  residential  condominium  unit 
wherever  situated. 

(q)  “Finance  charge”  means  the  cost 
of  credit  determined  in  accordance  with 
§  226.4. 

(r)  “Open  end  credit”  means  con¬ 
sumer  credit  extended  on  an  account 
pursuant  to  a  plan  under  which  (1)  the 
creditor  may  permit  the  customer  to 
make  purchases  or  obtain  loans,  from 
time  to  time,  directly  from  the  creditor 
or  indirectly  by  use  of  a  credit  card, 
check,  or  other  device,  as  the  plan  may 
provide;  (2)  the  customer  has  the  privi¬ 
lege  of  paying  the  balance  in  full  or  in 
installments;  and  (3)  a  finance  charge 
may  be  computed  by  the  creditor  from 
time  to  time  on  an  outstanding  unpaid 
balance.  The  term  does  not  include  nego¬ 
tiated  advances  under  an  open  end  real 
estate  mortgage  or  a  letter  of  credit. 

(s)  “Organization”  means  a  corpora¬ 
tion,  trust,  estate,  partnership,  co¬ 
operative,  association,  government,  or 
governmental  subdivision,  agency,  or 
instrumentality. 

(t)  “Period”  means  a  day,  week, 
month,  or  other  subdivision  of  a  year. 

(u)  “Periodic  rate”  means  a  percent¬ 
age  rate  of  finance  charge  which,  under 
an  open  end  credit  plan,  is  or  may  be 
imposed  by  a  creditor  against  a  balance 
for  a  period.  (See  also  5  226.5(a)(3).) 

(v)  “Person”  means  a  natural  person 
or  an  organization. 

(w)  “Real  property”  means  property 
which  is  real  property  under  the  law  of 
the  State  in  which  it  is  located. 

(x)  “Real  property  transaction” 
means  an  extension  of  credit  in  connec¬ 
tion  with  which  a  security  interest  in 
real  property  is  or  will  be  retained  or 
acquired. 


(y)  “Residence”  means  any  real  prop¬ 
erty  in  which  the  customer  resides  or 
expects  to  reside.  The  term  includes  a 
parcel  of  land  on  which  the  customer 
resides  or  expects  to  reside. 

(z)  “Security  interest”  and  “security” 
mean  any  interest  in  property  which  se¬ 
cures  payment  or  performance  of  an 
obligation.  The  terms  include,  but  are  not 
limited  to,  security  interests  under  the 
Uniform  Commercial  Code,  real  prop¬ 
erty  mortgages,  deeds  of  trust,  and  other 
consensual  or  confessed  liens  whether  or 
not  recorded,  mechanic’s,  materialmen’s, 
artisan’s,  and  other  similar  liens,  ven¬ 
dor’s  liens  in  both  real  and  personal 
property,  the  interest  of  a  seller  in  a  con¬ 
tract  for  the  sale  of  real  property,  any 
lien  on  property  arising  by  operation  of 
law,  and  any  interest  in  a  lease  when 
used  to  secure  payment  or  performance 
of  an  obligation. 

(aa)  “State”  means  any  State,  the 
District  of  Columbia,  the  Common¬ 
wealth  of  Puerto  Rico,  and  any  territory 
or  possession  of  the  United  States. 

(bb)  Unless  the  context  indicates 
otherwise,  “credit”  shall  be  construed  to 
mean  “consumer  credit,”  “loan”  to  mean 
“consumer  loan,”  and  “transaction”  to 
mean  “consumer  credit  transaction.” 

(cc)  A  transaction  shall  be  considered 
consummated  at  the  time  a  contractual 
relationship  is  created  between  a  creditor 
and  a  customer  irrespective  of  the  time 
of  performance  of  either  party. 

(dd)  Captions  and  catchlines  are  in¬ 
tended  solely  as  aids  to  convenient  refer¬ 
ence,  and  no  inference  as  to  the  intent 
of  any  provision  of  this  part  may  be 
drawn  from  them. 

§  226.3  Exempted  transactions. 

This  part  does  not  apply  to  the  fol¬ 
lowing: 

(a)  Business  or  governmental  credit. 
Extensions  of  credit  to  organizations,  in¬ 
cluding  governments,  or  for  business  or 
commercial  purposes,  other  than  agri¬ 
cultural  purposes. 

(b)  Certain  transactions  in  security 
or  commodities  accounts.  Transactions 
in  securities  or  commodities  accounts 
with  a  broker-dealer  registered  with  the 
Securities  and  Exchange  Commission. 

(c)  Nonreal  property  credit  over 
$25,000.  Credit  transactions,  other  than 
real  property  transactions,  in  which  the 
amount  financed 1  exceeds  $25,000,  or  in 
which  the  transaction  is  pursuant  to  an 
express  written  commitment  by  the  cred¬ 
itor  to  extend  credit  in  excess  of  $25,000. 

(d)  Certain  public  utility  bills.  Trans¬ 
actions  under  public  utility  tariffs  in¬ 
volving  services  provided  through  pipe, 
wire,  or  other  connected  facilities,  if  the 
charges  for  such  public  utility  services, 
the  charges  for  delayed  payment,  and 
any  discount  allowed  for  early  payment 
are  filed  with,  reviewed  by,  or  regulated 
by  an  agency  of  the  Federal  Government, 
a  State,  or  a  political  subdivision  thereof. 


1For  this  purpose,  the  amount  financed 
is  the  amount  which  is  required  to  be  dis¬ 
closed  under  §  226.8  (c)(7),  or  (d)(1),  as 
applicable,  or  would  be  so  required  if  the 
transaction  were  subject  to  this  part. 
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§  226.4  Determination  of  finance 
charge. 

(а)  General  rule.  Except  as  otherwise 
provided  in  this  section,  the  amount  of 
the  finance  charge  in  connection  with 
any  transaction  shall  be  determined  as 
the  sum  of  all  charges,  payable  directly 
or  indirectly  by  the  customer,  and  im¬ 
posed  directly  or  indirectly  by  the  cred¬ 
itor  as  an  incident  to  or  as  a  condition 
of  the  extension  of  credit,  whether  paid 
or  payable  by  the  customer,  the  seller,  or 
any  other  person  on  behalf  of  the  cus¬ 
tomer  to  the  creditor  or  to  a  third  party, 
including  any  of  the  following  types  of 
charges: 

(1)  Interest,  time  price  differential, 
and  any  amount  payable  under  a  dis¬ 
count  or  other  system  of  additional 
charges. 

(2)  Service,  transaction,  activity,  or 
carrying  charge.2 * 

(3)  Loan  fee,  points,  finder’s  fee,  or 
similar  charge. 

(4 )  Fee  for  an  appraisal,  investigation, 
or  credit  report. 

(5)  Charges  or  premiums  for  credit 
life,  accident,  health,  or  loss  of  income 
Insurance,  written  in  connection  with* 
any  credit  transaction  unless 

(i)  The  insurance  coverage  is  not 
required  by  the  creditor  and  this  fact 
is  clearly  and  conspicuously  disclosed 
in  writing  to  the  customer;  and 

(ii)  Any  customer  desiring  such  in¬ 
surance  coverage  gives  specific  dated  and 
separately  signed  affirmative  written  in¬ 
dication  of  such  desire  after  receiving 
written  disclosure  to  him  of  the  cost  of 
such  insurance. 

(б)  Charges  or  premiums  for  insur¬ 
ance,  written  in  connection  with4  any 
credit  transaction,  against  loss  of 
or  damage  to  property  or  against  lia¬ 
bility  arising  out  of  the  ownership  or 
use  of  property,  unless  a  clear,  conspicu¬ 
ous,  and  specific  statement  in  writing  is 
furnished  by  the  creditor  to  the  cus¬ 
tomer  setting  forth  the  cost  of  the  in¬ 
surance  if  obtained  from  or  through  the 
creditor  and  stating  that  the  customer 

2  These  charges  include  any  charges  im¬ 
posed  by  the  creditor  in  connection  with  a 
checking  account  to  the  extent  that  such 
charges  exceed  any  charges  the  customer  is 
required  to  pay  in  connection  with  such  an 
account  when  it  is  not  being  used  to  ex¬ 
tend  credit. 

8  A  policy  of  insurance  owned  by  the  cus¬ 
tomer,  which  is  assigned  to  the  creditor  or 
otherwise  made  payable  to  the  creditor  to 
satisfy  a  requirement  imposed  by  the  cred¬ 
itor,  is  not  insurance  “written  in  connection 
with”  a  credit  transaction  if  the  policy  was 
not  purchased  by  the  customer  for  the  pur¬ 
pose  of  being  used  in  connection  with  that 
extension  of  credit. 

4  A  policy  of  insurance  owned  by  the  cus¬ 
tomer,  which  is  assigned  to  the  creditor  or 
otherwise  made  payable  to  the  creditor  to 
satisfy  a  requirement  imposed  by  the  cred¬ 
itor,  is  not  insurance  “written  in  connection 
with”  a  credit  transaction  if  the  policy  was 

not  purchased  by  the  customer  for  the 
purpose  of  being  used  in  connection  with 
that  extension  of  credit. 


may  choose  the  person  through  which 
the  insurance  is  to  be  obtained.5 

(7)  Premium  or  other  charge  for  any 
other  guarantee  or  insurance  protecting 
the  creditor  against  the  customer’s  de¬ 
fault  or  other  credit  loss. 

(8)  Any  charge  imposed  by  a  creditor 
upon  another  creditor  for  purchasing 
or  accepting  an  obligation  of  a  customer 
if  the  customer  is  required  to  pay  any 
part  of  that  charge  in  cash,  as  an  addi¬ 
tion  to  the  obligation,  or  as  a  deduction 
from  the  proceeds  of  the  obligation. 

(b)  Itemized  charges  excludable.  If 
itemized  and  disclosed  to  the  customer, 
any  charges  of  the  following  types  need 
not  be  included  in  the  finance  charge: 

(1)  Fees  and  charges  prescribed  by 
law  which  actually  are  or  will  be  paid 
to  public  officials  for  determining  the 
existence  of  or  for  perfecting  or  releas¬ 
ing  or  satisfying  any  security  related 
to  the  credit  transaction. 

(2)  The  premium  payable  for  any  in¬ 
surance  in  lieu  of  perfecting  any  secu¬ 
rity  interest  otherwise  required  by  the 
creditor  in  connection  with  the  trans¬ 
action,  if  the  premium  does  not  exceed 
the  fees  and  charges  described  in  sub- 
paragraph  (1)  of  this  paragraph  which 
would  otherwise  be  payable. 

(3)  Taxes  not  included  in  the  cash 
price. 

(4)  License,  certificate  of  title,  and 
registration  fees  imposed  by  law. 

(c)  Late  -payment,  delinquency,  de¬ 
fault,  and  reinstatement  charges.  A  late 
payment,  delinquency,  default,  rein¬ 
statement,  or  other  such  charge  is  not  a 
finance  charge  if  imposed  for  actual  un¬ 
anticipated  late  payment,  delinquency, 
default,  or  other  such  occurrence. 

(d)  Overdraft  charges.  A  charge  im¬ 
posed  by  a  bank  for  paying  checks  which 
overdraw  or  increase  an  overdraft  in 
a  checking  account  is  not  a  finance 
charge  unless  the  payment  of  such  checks 
and  the  imposition  of  such  finance  charge 
were  previously  agreed  upon  in  writing. 

(e)  Excludable  charges,  real  property 
transactions.  The  following  charges  in 
connection  with  any  real  property  trans¬ 
action,  provided  they  are  bona  fide,  rea¬ 
sonable  in  amount,  and  not  for  the  pur¬ 
pose  of  circumvention  or  evasion  of  this 
part,  shall  not  be  included  in  the  finance 
charge  with  respect  to  that  transaction: 

(1)  Fees  or  premiums  for  title  exami¬ 
nation,  abstract  of  title,  title  insurance, 
or  similar  purposes  and  for  required  re¬ 
lated  property  surveys. 

(2)  Fees  for  preparation  of  deeds,  set¬ 
tlement  statements,  or  other  documents. 

(3)  Amounts  required  to  be  placed  or 
paid  into  an  escrow  or  trustee  account  for 
future  payments  of  taxes,  insurance,  and 
water,  sewer,  and  land  rents. 

(4)  Fees  for  notarizing  deeds  and 
other  documents. 

(5)  Appraisal  fees. 

(6)  Credit  reports. 

8  A  creditor’s  reservation  or  exercise  of  the 
right  to  refuse  to  accept  an  insurer  offered  by 
the  customer,  for  reasonable  cause,  does 
not  require  inclusion  of  the  premium  in 
the  finance  charge. 


(f)  Prohibited  offsets.  Interest,  divi- 
dends,  or  other  income  received  or  to 
be  received  by  the  customer  on  deposits 
or  on  investments  in  real  or  personal 
property  in  which  a  creditor  holds  a 
security  interest  shall  not  be  deducted 
from  the  amount  of  the  finance  charge 
or  taken  into  consideration  in  computing 
the  annual  percentage  rate. 

(g)  Demand  obligations.  Obligations 
other  than  those  debited  to  an  open  end 
credit  account  which  are  payable  on  de¬ 
mand  shall  be  considered  to  have  a  ma¬ 
turity  of  one-half  year  for  the  purpose  of 
computing  the  amount  of  the  finance 
charge  and  the  annual  percentage  rate, 
except  that  where  such  an  obligation  is 
alternatively  payable  upon  a  stated  ma¬ 
turity,  the  stated  maturity  shall  be  used 
for  the  purpose  of  such  computations. 

(h)  Computation  of  insurance  premi¬ 
ums.  If  any  insurance  premium  is  re¬ 
quired  to  be  included  as  a  part  of  the 
finance  charge,  the  amount  to  be  includ¬ 
ed  shall  be  the  premium  for  coverage 
extending  over  the  period  of  time  the 
creditor  will  require  the  customer  to 
maintain  such  insurance.  For  this  pur¬ 
pose,  rates  and  classifications  applicable 
at  the  time  the  credit  is  extended  shall 
be  applied  over  the  full  time  during  which 
coverage  is  required,  unless  the  creditor 
knows  or  has  reason  to  know  that  other 
rates  or  classifications  will  be  applicable, 
in  which  case  such  other  rates  or  clas¬ 
sification  shall  be  used  to  the  extent 
appropriate. 

§  226.5  Determination  of  annual  per¬ 
centage  rate. 

(a)  General  rule — open  end  credit  ac¬ 
counts.  The  annual  percentage  rates  for 
open  end  credit  accounts  shall  be  com¬ 
puted  so  as  to  permit  disclosure  with  an 
accuracy  at  least  to  the  nearest  quarter 
of  1  percent.  Such  rate  or  rates  shall  be 
determined  in  accordance  with  §  226.7 
(a)  (4)  for  purposes  of  disclosure  before 
opening  an  account,  §  226.10(c)  (4)  for 
purposes  of  advertising,  and  in  the  fol¬ 
lowing  manner  for  purposes  of  disclo¬ 
sure  on  periodic  statements: 

(1)  Where  the  finance  charge  is  ex¬ 
clusively  the  product  of  the  application 
of  one  or  more  periodic  rates 

(i)  By  multiplying  each  periodic  rate 
by  the  number  of  periods  in  a  year;  or 

(ii)  At  the  creditor’s  option,  if  the 
finance  charge  is  the  result  of  the  appli¬ 
cation  of  two  or  more  periodic  rates,  by 
dividing  the  total  finance  charge  for  the 
billing  cycle  by  the  sum  of  the  balances 
to  which  the  periodic  rates'  were  applied 
and  multiplying  the  quotient  (expressed 
as  a  percentage)  by  the  number  of  billing 
cycles  in  a  year. 

(2)  Where  the  creditor  imposes  all 
periodic  finance  charges  in  amounts 
based  on  specified  ranges  or  brackets  of 
balances,  the  periodic  rate  shall  be  de¬ 
termined  by  dividing  the  amount  of  the 
finance  charge  for  the  period  by  the 
amount  of  the  median  balance  within 
the  range  or  bracket  of  balances  to  which 
it  is  applicable,  and  the  annual  percent¬ 
age  rate  shall  be  determined  by  multiply¬ 
ing  that  periodic  rate  (expressed  as  a 
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percentage)  by  the  number  of  periods  in 
3  year.  Such  ranges  or  brackets  of  bal¬ 
ances  shall  be  subject  to  the  limitations 
prescribed  in  subdivision  (,iv)  of  para¬ 
graph  (c)  (2)  of  this  section. 

(3)  Where  the  finance  charge  is  or  in¬ 
cludes  a  minimum,  fixed,  or  other  charge 
not  due  to  the  application  of  a  periodic 
rate,  and 

(i)  Exceeds  50  cents  for  a  monthly  or 
longer  billing  cycle,  or  the  pro  rata  part 
of  50  cents  for  a  billing  cycle  shorter  than 
monthly,  by  dividing  the  total  finance 
charge  for  the  billing  cycle  by  the  amount 
of  the  balance  to  which  applicable  and 
multiplying  the  quotient  (expressed  as  a 
percentage)  by  the  number  of  billing 
cycles  in  a  year;  or 

(ii)  Does  not  exceed  50  cents  for  a 
monthly  or  longer  billing  cycle,  or  the 
pro  rata  part  of  50  cents  for  a  billing  cycle 
shorter  than  monthly,  by  multiplying 
each  applicable  periodic  rate  by  the  num¬ 
ber  of  periods  in  a  year,  irrespective  of 
the  imposition  of  such  minimum,  fixed,  or 
other  charge. 

(b)  General  rule — other  credit.  Except 
as  otherwise  provided  in  this  section,  the 
annual  percentage  rate  applicable  to  any 
extension  of  credit,  other  than  open  end 
credit,  shall  be  that  nominal  annual  per¬ 
centage  rate  determined  as  follows: 

(1)  In  accordance  with  the  actuarial 
method  of  computation  so  that  it  may  be 
disclosed  with  an  accuracy  at  least  to 
the  nearest  quarter  of  1  percent.  The 
mathematical  equation  and  technical  in¬ 
structions  for  determining  the  annual 
percentage  rate  in  accordance  with  the 
requirements  of  this  paragraph  are  set 
forth  in  Supplement  I  to  Regulation  Z 
which  is  incorporated  in  this  part  by  ref¬ 
erence.  Supplement  I  to  Regulation  Z 
may  be  obtained  from  any  Federal  Re¬ 
serve  Bank  or  from  the  Board  in  Wash¬ 
ington,  D.C.  20551,  upon  written  request. 

(2)  At  the  option  of  the  creditor,  Dy  ap¬ 
plication  of  the  U.S.  Rule  so  that  it  may 
be  disclosed  with  an  accuracy  at  least  to 
the  nearest  quarter  of  1  percent.  Under 
this  rule,  the  finance  charge  is  computed 
on  the  unpaid  balance  for  the  actual  time 
■the  balance  remains  unpaid  and  if  the 
amount  of  a  payment  is  insufficient  to 
pay  the  accumulated  finance  charge,  the 
unpaid  accumulated  finance  charge  con¬ 
tinues  to  accumulate  to  be  paid  from 
the  proceeds  of  subsequent  payments  and 
is  not  added  to  the  amount  financed. 

(c)  Charts  and  tables.  (1)  The  Regu¬ 
lation  Z  Annual  Percentage  Rate  Tables 
produced  by  the  Board  may  be  used  to 
determine  the  annual  percentage  rate, 
and  any  such  rate  determined  from 
these  tables  in  accordance  with  instruc¬ 
tions  contained  therein  will  comply  with 
the  requirements  of  this  section.  Volume 
I  contains  Table  FRB — 100-M  covering 
1  to  60  monthly  payments,  Table  FRB — 
200-M  covering  61  to  120  monthly  pay¬ 
ments,  Table  FRB — 300-M  covering  121 
to  480  monthly  payments,  and  Table 
FRB — 100-W  covering  1  to  104  weekly 
payments.  Volume  I  also  contains  in¬ 
structions  for  use  of  the  tables  in  regu¬ 
lar  transactions  and  most  irregular 
transactions  which  involve  only  odd  first 
and  final  payments  and  odd  first  pay¬ 


ment  periods.  Volume  II  contains  factor 
tables  and  instructions  for  their  use  in 
connection  with  the  tables  in  Volume 
I  in  the  computation  of  annual  percent¬ 
age  rates  in  any  type  of  irregular  pay¬ 
ment  o<r  payment  period  transaction  and 
in  transactions  involving  multiple  ad¬ 
vances.  Each  volume  is  available  from 
the  Board  in  Washington,  D.C.  20551, 
and  the  Federal  Reserve  Banks. 

(2)  Any  chart  or  table  other  than  the 
Board's  Regulation  Z  Annual  Percentage 
Rate  Tables  also  may  be  utilized  for  the 
purpose  of  determining  the  annual  per¬ 
centage  rate  provided: 

(i)  It  is  prepared  in  accordance  with 
the  general  rule  set  forth  in  paragraph 
(b)  (1)  or  (2)  of  this  section; 

(ii)  It  bears  the  name  and  address  of 
the  person  responsible  for  its  produc¬ 
tion,  an  identification  number  assigned 
to  it  by  that  person  which  shall  be  the 
same  for  each  chart  or  table  so  produced 
with  like  numerical  content  and  config¬ 
uration  and,  if  prepared  for  use  in  con¬ 
nection  with  irregular  transactions,  an 
identification  of  the  method  of  computa¬ 
tion  ("Actuarial”  or  “U.S.  Rule”) ; 

(iii)  Except  as  provided  in  subdivision 
(iv)  of  this  subparagraph,  it  permits  de¬ 
termination  of  the  annual  percentage 
rate  to  the  nearest  one-quarter  of  1  per¬ 
cent  for  the  range  of  rates  covered  by 
the  chart  or  table;  and 

(iv)  If  applicable  to  ranges  or  brackets 
of  balances,  it  discloses  the  amount  of 
the  finance  charge  and  the  annual  per¬ 
centage  rate  on  the  median  balance 
within  each  range  or  bracket  of  balances 
where  a  creditor  imposes  the  same  fi¬ 
nance  charge  for  all  balances  within  a 
specified  range  or  bracket  of  balances, 
and  provided  further  that  if  the  annual 
percentage  rate  determined  on  the  me¬ 
dian  balance  understates  the  annual  per¬ 
centage  rate  determined  on  the  lowest 
balance  in  that  range  or  bracket  by 
more  than  8  percent  of  the  rate  on  the 
lowest  balance,  then  the  annual  percent¬ 
age  rate  for  that  range  or  bracket  shall 
be  computed  upon  any  balance  lower 
than  the  median  balance  within  that 
range  so  that  any  understatement  will 
not  exceed  8  percent  of  the  rate  on  the 
lowest  balance  within  that  range  or 
bracket  of  balances. 

(3)  In  the  event  an  error  in  disclosure 
of  the  amount  of  a  finance  charge  or  an 
annual  percentage  rate  occurs  because 
of  a  corresponding  error  in  a  chart  or 
table  acquired  or  produced  in  good  faith 
by  the  creditor,  that  error  in  disclosure 
shall  not,  in  itself,  be  considered  a  vio¬ 
lation  of  this  part  provided  that  upon 
discovery  of  the  error,  that  creditor 
makes  no  further  disclosure  based  on 
that  chart  or  table  and  promptly  noti¬ 
fies  the  Board  or  a  Federal  Reserve 
Bank  in  writing  of  the  error  and  identi¬ 
fies  the  inaccurate  chart  or  table  by  giv¬ 
ing  the  name  and  address  of  the  person 
responsible  for  its  production  and  its 
identification  number. 

(d)  Minor  irregularities.  In  determin¬ 
ing  the  annual  percentage  rate  a  creditor 
may,  at  his  option,  consider  the  payment 
irregularities  set  forth  in  this  paragraph 
as  if  they  were  regular  in  amount  or  time. 


as  applicable,  provided  that  the  transac¬ 
tion  to  which  they  relate  is  otherwise 
payable  in  equal  installments  scheduled 
at  equal  intervals. 

(1)  If  the  period  from  the  date  on 
which  the  finance  charge  begins  to  accrue 
and  the  date  the  final  payment  is  due  is 
not  less  than  3  months  in  the  case  of 
weekly  payments,  6  months  in  the  case 
of  biweekly  or  semimonthly  payments, 
or  1  year  in  the  case  of  monthly  pay¬ 
ments,  either  or  both  of  the  following: 

(1)  The  amount  of  1  payment  other 
than  any  downpayment  is  not  more  than 
50  percent  greater  nor  50  percent  less 
than  the  amount  of  a  regular  payment; 
or 

(ii)  The  interval  between  the  date  on 
which  the  finance  charge  begins  to  accrue 
and  the  date  the  first  payment  is  due 
is  not  less  than  5  days  for  an  obligation 
otherwise  payable  in  weekly  installments, 
not  less  than  10  days  for  an  obligation 
otherwise  payable  in  biweekly  or  semi¬ 
monthly  installments,  or  not  less  than  20 
days  for  an  obligation  otherwise  payable 
in  monthly  installments. 

(2)  If  the  period  from  the  date  on 
which  the  finance  charge  begins  to  ac¬ 
crue  and  the  date  the  final  payment  is 
due  is  less  than  3  months  in  the  case  of 
weekly  payments,  6  months  in  the  case 
of  biweekly  or  semimonthly  payments, 
or  1  year  in  the  case  of  monthly  pay¬ 
ments,  either  or  both  of  the  following : 

(i)  The  amount  of  one  payment  other 
than  any  downpayment  is  not  more  than 
25  percent  greater  nor  25  percent  less 
than  the  amount  of  a  regular  payment; 
or 

(ii)  The  interval  between  the  date  on 
which  the  finance  charge  begins  to  ac¬ 
crue  and  the  date  the  first  payment  is 
due  is  not  less  than  6  days  for  an  obliga¬ 
tion  otherwise  payable  in  weekly  install¬ 
ments,  not  less  than  12  days  for  an  ob¬ 
ligation  otherwise  payable  in  biweekly  or 
semimonthly  installments,  or  not  less 
than  25  days  for  an  obligation  otherwise 
payable  in  monthly  installments. 

(e)  Approximation  of  annual  percent¬ 
age  rate — other  credit.  In  an  exceptional 
instance  when  circumstances  may  leave  a 
creditor  with  no  alternative  but  to  de¬ 
termine  an  annual  percentage  rate  ap¬ 
plicable  to  an  extension  of  credit  other 
than  open  end  credit  by  a  method  other 
than  those  prescribed  in  paragraph  (b) 
or  (c)  of  this  section,  the  creditor  may 
utilize  the  constant  ratio  method  of  com¬ 
putation  provided  such  use  is  limited  to 
the  exceptional  instance  and  is  not  for 
the  purpose  of  circumvention  or  evasion 
of  the  requirements  of  this  part.  Any 
provision  of  State  law  authorizing  or  re¬ 
quiring  the  use  of  the  constant  ratio 
method  or  any  method  of  computing  a 
percentage  rate  other  than  those  pre¬ 
scribed  in  paragraphs  (b)  and  (c)  of  this 
section  does  not  justify  failure  of  the 
creditor  to  comply  with  the  provisions 
of  those  paragraphs,  as  applicable. 

§  226.6  General  disclosure  requirements. 

(a)  Disclosures ;  general  rule.  The  dis¬ 
closures  required  to  be  given  by  this  part 
shall  be  made  clearly,  conspicuously,  in 
meaningful  sequence,  in  accordance  with 
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the  further  requirements  of  this  section, 
and  at  the  time  and  in  the  terminology 
prescribed  in  applicable  sections.  Where 
the  terms  “finance  charge”  and  “annual 
percentage  rate”  are  required  to  be  used, 
they  shall  be  printed  more  conspicuously 
than  other  terminology  required  by  this 
part.  Except  with  respect  to  the  require¬ 
ments  of  §  226.10,  all  numerical  amounts 
and  percentages  shall  be  stated  in  figures 
and  shall  be  printed  in  not  less  than  the 
equivalent  of  10-point  type,  0.075-inch 
computer  type,  or  elite  size  type¬ 
written  numerals,  or  shall  be  legibly 
handwritten. 

(b)  Inconsistent  State  requirements. 
With  respect  to  disclosures  required  by 
this  part,  State  law  is  inconsistent  with 
the  requirements  of  the  Act  and  this 
part,  within  the  meaning  of  section  111 
(a)  of  the  Act,  to  the  extent  that  it 

(1)  Requires  a  creditor  to  make  dis¬ 
closures  different  from  the  requirements 
of  this  part  with  respect  to  form,  con¬ 
tent,  terminology,  or  time  of  delivery; 

(2)  Requires  disclosure  of  the  amount 
of  the  finance  charge  determined  in  any 
manner  other  than  that  prescribed  in 
§  226.4;  or 

(3)  Requires  disclosure  of  the  annual 
percentage  rate  of  the  finance  charge 
determined  in  any  manner  other  than 
that  prescribed  in  §  226.5. 

(c)  Additional  information.  At  the 
creditor’s  option,  additional  information 
or  explanations  may  be  supplied  with  any 
disclosure  required  by  this  part,  but  none 
shall  be  stated,  utilized,  or  placed  so  as 
to  mislead  or  confuse  the  customer  or 
contradict,  obscure,  or  detract  attention 
from  the  information  required  by  this 
part  to  be  disclosed.  Any  creditor  who 
elects  to  make  disclosures  specified  in 
any  provision  of  State  law  which,  under 
paragraph  (b)  of  this  section,  is  incon¬ 
sistent  with  the  requirements  of  the  Act 
and  this  part  may 

( 1 )  Make  such  inconsistent  disclosures 
on  a  separate  paper  apart  from  the  dis¬ 
closures  made  pursuant  to  this  part,  or 

(2)  Make  such  inconsistent  disclo¬ 
sures  on  the  same  statement  on  which 
disclosures  required  by  this  part  are 
made;  provided: 

(i)  All  disclosures  required  by  this 
part  appear  separately  and  above  any 
other  disclosures, 

(ii)  Disclosures  required  by  this  part 
are  identified  by  a  clear  and  conspicuous 
heading  indicating  that  they  are  made 
in  compliance  with  Federal  law,  and 

(iii)  All  inconsistent  disclosures  ap¬ 
pear  separately  and  below  a  conspicuous 
demarcation  line,  and  are  identified  by 
a  clear  and  conspicuous  heading  indicat¬ 
ing  that  the  statements  made  thereafter 
are  inconsistent  with  the  disclosure  re¬ 
quirements  of  the  Federal  Truth  in  Lend¬ 
ing  Act. 

(d)  Multiple  creditors;  joint  disclo¬ 
sure.  If  there  is  more  than  one  creditor 
in  a  transaction,  each  creditor  shall  be 
clearly  identified  and  shall  be  responsible 
for  making  only  those  disclosures  re¬ 
quired  by  this  part  which  are  within  his 
knowledge  and  the  purview  of  his  re¬ 
lationship  with  the  customer.  If  two  or 
more  creditors  make  a  joint  disclosure, 


each  creditor  shall  be  clearly  identified. 
The  disclosures  required  under  para¬ 
graphs  (b)  and  (c)  of  §  226.8  shall  be 
made  by  the  seller  if  he  extends  or  ar¬ 
ranges  for  the  extension  of  credit.  Other¬ 
wise  disclosures  shall  be  made  as  required 
under  paragraphs  (b)  and  (d)  of  §  226.8. 

(e)  Multiple  customers;  disclosure  to 
one.  In  any  transaction  other  than  a 
transaction  which  may  be  rescinded 
under  the  provisions  of  §  226.9,  if  there  is 
more  than  one  customer,  the  creditor 
need  furnish  a  statement  of  disclosures 
required  by  this  part  to  only  one  of  them 
other  than  an  endorser,  comaker,  guar¬ 
antor,  or  a  similar  party. 

(f)  Unknown  information  estimate.  If 
at  the  time  disclosures  must  be  made,  an 
amount  or  other  item  of  information  re¬ 
quired  to  be  disclosed,  or  needed  to  deter¬ 
mine  a  required  disclosure,  is  unknown  or 
not  available  to  the  creditor,  and  the 
creditor  has  made  a  reasonable  effort  to 
ascertain  it,  the  creditor  may  use  an  esti¬ 
mated  amount  or  an  approximation  of 
the  information,  provided  the  estimate 
or  approximation  is  clearly  identified  as 
such,  is  reasonable,  is  based  on  the  best 
information  available  to  the  creditor,  and 
is  not  used  for  the  purpose  of  circumvent¬ 
ing  or  evading  the  disclosure  require¬ 
ments  of  this  part . 

(g)  Effect  of  subsequent  occurrence.  If 
information  disclosed  in  accordance  with 
this  part  is  subsequently  rendered  inac¬ 
curate  as  the  result  of  any  act,  occur¬ 
rence,  or  agreement  subsequent  to  the 
delivery  of  the  required  disclosures,  the 
inaccuracy  resulting  therefrom  does  not 
constitute  a  violation  of  this  part* 

(h)  Overstatement.  The  disclosure  of 
the  amount  of  the  finance  charge  or  a 
percentage  which  is  greater  than  the 
amount  of  the  finance  charge  or  percent¬ 
age  required  to  be  disclosed  under  this 
part  does  not  in  itself  constitute  a  viola¬ 
tion  of  this  part:  Provided,  That  the 
overstatement  is  not  for  the  purpose  of 
circumvention  or  evasion  of  disclosure 
requirements. 

(i)  Preservation  and  inspection  of  evi¬ 
dence  of  compliance.  Evidence  of  com¬ 
pliance  with  the  requirements  imposed 
under  this  part,  other  than  advertising 
requirements  under  §  226.10,  shall  be 
preserved  by  the  creditor  for  a  period 
of  not  less  than  2  years  after  the  date 
each  disclosure  is  required  to  be  made. 
Each  creditor  shall,  when  directed  by  the 
appropriate  administrative  enforcement 
authority  designated  in  section  108  of  the 
Act,  permit  that  authority  or  its  duly  au¬ 
thorized  representative  to  inspect  its  rel¬ 
evant  records  and  evidence  of  compli¬ 
ance  with  this  part. 


6  Such  acts,  occurrences,  or  agreements  in¬ 
clude  the  failure  of  the  customer  to  perform 
his  obligations  under  the  contract  and  such 
actions  by  the  creditor  as  may  be  proper  to 
protect  his  interests  in  such  circumstances. 
Such  failure  may  result  in  the  liability  of 
the  customer  to  pay  delinquency  charges,  col¬ 
lection  costs,  or  expenses  of  the  creditor  for 
perfection  or  acquisition  of  any  security  in¬ 
terest  or  amounts  advanced  by  the  creditor 
on  behalf  of  the  customer  in  connection  with 
insurance,  repairs  to  or  preservation  of  col¬ 
lateral. 


( j )  Percentage  rate  as  dollars  per  hun¬ 
dred.  Prior  to  January  1,  1971,  any  rate 
required  under  this  part  to  be  disclosed 
as  a  percentage  rate  may,  at  the  option 
of  the  creditor,  be  expressed  in  the  form 
of  the  corresponding  ratio  of  dollars  per 
hundred  dollars  using  the  term  “dollars 
finance  charge  per  year  per  $100  of  un¬ 
paid  balance.”  (For  example,  an  add-on 
finance  charge  of  4  percent  per  year  on 
an  obligation  payable  in  36  equal  month¬ 
ly  instalments  is  equivalent  to  an  annual 
percentage  rate,  rounded  to  the  nearest 
quarter  of  1  percent,  of  7.50  percent 
which  may  be  stated  as  “$7.50  finance 
charge  per  year  per  $100  of  unpaid  bal¬ 
ance.”) 

(k)  Transition  period.  Any  creditor 
who  can  demonstrate  that  he  has  taken 
bona  fide  steps,  prior  to  July  1,  1969,  to 
obtain  printed  forms  which  are  necessary 
to  comply  with  requirements  of  this  part 
may,  until  such  forms  are  received  but 
in  no  event  later  than  December  31, 1969, 
utilize  existing  supplies  of  printed  forms 
for  the  purpose  of  complying  with  the 
disclosure  requirements  of  this  part,  other 
than  the  requirements  of  paragraph  (b) 
of  §  226.9;  Provided,  That  such  forms  are 
altered  or  supplemented  as  necessary  to 
assure  that  all  of  the  items  of  informa¬ 
tion  the  creditor  is  required  to  disclose 
to  the  customer  are  set  forth  clearly  and 
conspicuously. 

§  226.7  Open  end  credit  accounts — 

specific  disclosures. 

(a)  Opening  new  account.  Before  the 
first  transaction  is  made  on  any  open 
end  credit  account,  the  creditor  shall 
disclose  to  the  customer  in  a  single  writ¬ 
ten  statement,  which  the  customer  may 
retain,  in  terminology  consistent  with 
the  requirements  of  paragraph  (b)  of  this 
section,  each  of  the  following  items,  to 
the  extent  applicable: 

(1)  «’he  conditions  under  which  a  fi¬ 
nance  charge  may  be  imposed,  including 
an  explanation  of  the  time  period,  if  any, 
within  which  any  credit  extended  may  be 
paid  without  incurring  a  finance  charge. 

(2)  The  method  of  determining  the 
balance  upon  which  a  finance  charge  may 
be  imposed. 

(3)  The  method  of  determining  the 
amount  of  the  finance  charge,  including 
the  method  of  determining  any  mini¬ 
mum,  fixed,  check  service,  transaction, 
activity,  or  similar  charge,  which  may  be 
imposed  as  a  finance  charge. 

(4)  Where  one  or  more  periodic  rates 
may  be  used  to  compute  the  finance 
charge,  each  such  rate,  the  range  of  bal¬ 
ances  to  which  it  is  applicable,  and  the 
corresponding  annual  percentage  rate 
determined  by  multiplying  the  periodic 
rate  by  the  number  of  periods  in  a  year. 

(5)  If  the  creditor  so  elects,  the  Com¬ 
parative  Index  of  Credit  Cost  in  accord¬ 
ance  with  §  226.11. 

(6)  The  conditions  under  which  any 
other  charges  may  be  imposed,  and  the 
method  by  which  they  will  be  determined. 

(7)  The  conditions  under  which  the 
creditor  may  retain  or  acquire  any  se¬ 
curity  interest  in  any  property  to  secure 
the  payment  of  any  credit  extended  on 
the  account,  and  a  description  or  identifi¬ 
cation  of  the  type  of  the  interest  or 
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interests  which  may  be  so  retained  or  with  all  other  finance  charges  imposed  verse  side  for  important  information”  or 
acquired.  during  the  billing  cycle,  and  the  annual  “Notice:  See  accompanying  state- 

(8)  The  minimum  periodic  payment  percentage  rate  to  be  disclosed  shall  be  ment(s)  for  important  information”  or 
required.  ,  determined  by:  “Notice:  See  reverse  side  and  accom- 

.  ,  Periodic  statements  required.  Ex-  (i)  Dividing  the  sum  of  all  of  the  panying  statement(s)  for  important  in- 
t  in  the  Case  of  an  account  which  the  finance  charges  imposed  during  the  bill-  formation;”  and 
creditor  deems  to  be  uncollectable  or  with  ing  cycle  by  the  sum  of  the  balances  to  (4)  The  disclosures  shall  not  be  sep- 
’  soect  to  which  delinquency  collection  which  the  periodic  rates  apply  (or  by  the  arated  so  as  to  confuse  or  mislead  the 

rrocedures  have  been  instituted,  the  average  of  daily  balances  if  a  daily  customer  or  obscure  or  detract  atten- 

creditor  of  any  open  end  credit  account  periodic  rate  is  used) ,  plus  the  sum  of  tion  from  the  information  required  to  be 
shall  mail  or  deliver  to  the  customer,  for  the  amounts  financed  to  which  the  speci-  disclosed. 

each  billing  cycle  at  the  end  of  which  fic  transaction  charges  apply,  and  (d)  Finance  charge  imposed  at  time 

there  is  an  outstanding  debit  balance  in  (ii)  Multiplying  the  quotient  (ex-  of  transaction.  Any  creditor,  other  than 
excess  of  $1  in  that  account  or  with  re-  pressed  as  a  percentage)  by  the  number  the  creditor  of  the  open  end  credit  ac- 
spect  to  which  a  finance  charge  is  im-  of  billing  cycles  in  a  year.  count,  wrho  imposes  a  finance  charge  at 

posed,  a  statement  or  statements  which  (7)  If  the  creditor  so  elects,  the  Com-  the  time  of  honoring  a  customer’s  credit 
the  customer  may  retain,  setting  forth  in  parative  Index  of  Credit  Cost  in  accord-  card,  any  other  device,  or  form  of  identi- 
accordance  with  paragraph  (c)  of  this  ance  with  §  226.11.  fication  for  a  purchase  of  property  or 

section  each  of  the  following  items  to  the  (8)  The  balance  on  which  the  finance  services  or  for  a  cash  advance  to  be 

extent  applicable :  charge  was  computed,  and  a  statement  of  debited  to  the  customer’s  open  end  credit 

<  l )  The  outstanding  balance  in  the  ac-  how  that  balance  was  determined.  If  any  account  shall  make  the  disclosures  re¬ 
count  at  the  beginning  of  the  billing  cy-  balance  is  determined  without  first  de-  quired  under  paragraphs  (b)  (2)  and  (d) 
cle  using  the  term  “previous  balance.”  ducting  all  credits  during  the  billing  of  §  226.8,  Credit  other  than  open  end — 

(2)  The  amount  and  date  of  each  ex-  cycle,  that  fact  and  the  amount  of  such  specific  disclosures,  at  the  time  of  that 

tension  of  credit  or  the  date  such  exten-  credits  shall  also  be  disclosed.  transaction,  and  the  annual  percentage 

sion  of  credit  is  debited  to  the  account  <9)  The  closing  date  of  the  billing  cy-  rate  to  be  disclosed  shall  be  determined 
during  the  billing  cycle  and,  unless  pre-  cle  and  the  outstanding  balance  in  the  by  dividing  the  amount  of  the  finance 
viously  furnished,  a  brief  identification 7  account  on  that  date,  using  the  term  charge  by  the  amount  financed  and  mul- 
of  any  goods  or  services  purchased  or  “new  balance,”  accompanied  by  the  tiplying  the  quotient  (expressed  as  a  per- 
other  extension  of  credit.  statement  of  the  date  by  which,  or  the  centage)  by  12.  If  disclosure  is  made 

(3)  The  total  amounts  credited  to  the  period,  if  any,  within  which,  payment  under  this  paragraph,  the  creditor  of  the 

account  during  the  billing  cycle  for  pay-  must  be  made  to  avoid  additional  finance  open  end  credit  account  need  make  no 
ments,  using  the  term  “payment,”  and  charges.  further  disclosure  with  respect  to  the 

for  other  credits  including  returns,  re-  (c)  Location  of  disclosures.  The  dis-  finance  charge  on  that  transaction, 
bates  of  finance  charges,  and  adjust-  closures  required  by  paragraph  (b)  of  (e)  Change  in  terms.  If  any  change 
ments,  using  the  term  “credits,”  and  this  section  shall  be  made  on  the  face  of  is  to  be  made  in  terms  of  an  open  end 
unless  previously  furnished,  a  brief  the  periodic  statement,  on  its  reverse  credit  account  plan  previously  disclosed 
identification8  of  each  of  the  items  in-  side,  or  on  the  periodic  statement  sup-  to  the  customer,  the  creditor  shall  mail 
eluded  in  such  other  credits.  plemented  by  separate  statement  forms  or  deliver  to  the  customer  written  dis- 

(4)  The  amount  of  any  finance  provided  they  are  enclosed  together  and  closure  of  such  proposed  change  not  less 

charge,  using  the  term  “finance  charge,”  delivered  to  the  customer  at  the  same  than  30  days  prior  to  the  effective  date 
debited  to  the  account  during  the  bill-  time,  and  further  provided  that  of  such  change  or  30  days  prior  to  the 

ing  cycle,  itemized  and  identified  to  show  (1)  The  disclosure  required  by  para-  beginning  of  the  billing  cycle  within 
the  amounts,  if  any,  due  to  the  applica-  graph  (b)(1)  of  this  section,  the  amounts  which  such  change  will  become  effective, 
tion  of  periodic  rates  and  the  amount  of  or  respective  totals  of  the  amounts  re-  whichever  is  the  earlier  date. 


any  other  charge  included  in  the  finance 
charge,  such  as  a  minimum,  fixed,  check 
service,  transaction,  activity,  or  similar 
charge,”  using  appropriate  descriptive 
terminology. 

(5)  Each  periodic  rate,  using  the  term 
“periodic  rate”  (or  “rates”) ,  that  may  be 
used  to  compute  the  finance  charge 
(whether  or  not  applied  during  the  bill¬ 
ing  cycle) ,  and  the  range  of  balances  to 
which  it  is  applicable. 

(6)  The  annual  percentage  rate  or 
rates  determined  under  §  226.5(a),  using 
the  term  “annual  percentage  rate”  (or 
“rates”) ,  and,  where  there  is  more  than 
one  rate,  the  amount  of  the  balance  to 
which  each  rate  is  applicable.  Where  the 
creditor  of  the  open  end  credit  account 
imposes  finance  charges  with  respect  to 
specific  transactions  during  the  billing 
cycle,  such  charges  shall  be  combined 

7  Identification  may  be  made  on  an  ac¬ 
companying  slip  or  by  symbol  relating  to  an 
identification  list  printed  on  the  statement. 

8  Identification  may  be  made  on  an  ac¬ 
companying  slip  or  by  symbol  relating  to  an 
identification  list  printed  on  the  statement. 

'These  charges  include  any  charges  im¬ 
posed  by  the  creditor  for  the  issuance,  pay¬ 
ment,  or  handling  of  checks,  for  account 
maintenance  or  otherwise,  to  the  extent  that 
such  charges  exceed  any  similar  charges  the 
customer  is  required  to  pay  when  an  ac¬ 
count  is  not  being  used  to  extend  credit. 


quired  to  be  disclosed  under  paragraph 
(b)  (2),  (3),  and  (4)  of  this  section,  and 
the  disclosure  required  under  paragraph 
(b)  (6)  and  (9)  of  this  section  shall  ap¬ 
pear  on  the  face  of  the  periodic  state¬ 
ment.  If  the  amounts  and  dates  of  the 
charges  and  credits  required  to  be  dis¬ 
closed  under  paragraph  (b)  (2)  and  (3) 
of  this  section  are  not  itemized  on  the 
face  or  reverse  side  of  the  periodic  state¬ 
ment,  they  shall  be  disclosed  on  a 
separate  statement  or  separate  slips 
which  shall  accompany  the  periodic 
statement  and  identify  each  charge  and 
credit  and  show  the  date  and  amount 
thereof.  If  the  disclosures  required  under 
paragraph  (b)  (4)  are  not  itemized  on 
the  face  or  reverse  side  of  the  periodic 
statement,  they  shall  be  disclosed  on  a 
separate  statement  which  shall  accom¬ 
pany  the  periodic  statement. 

(2)  The  disclosures  required  by  para¬ 
graph  (b)  (5)  and  (6)  of  this  section  and 
a  reference  to  the  amounts  required  to 
be  disclosed  under  paragraph  (b)  (4) 
and  (8)  of  this  section,  if  not  disclosed 
together  on  the  face  or  the  reverse  side 
of  the  periodic  statement,  shall  appear 
together  on  the  face  of  a  single  supple¬ 
mental  statement  which  shall  accompany 
the  periodic  statement. 

(3)  The  face  of  the  periodic  state¬ 
ment  shall  contain  one  of  the  following 
notices,  as  applicable:  “Notice:  See  re- 


(f)  Open  end  credit  accounts  existing 
on  July  1,  1969.  In  the  case  of  any  open 
end  credit  account  in  existence  and  in 
which  a  balance  remains  unpaid  on  July 
1,  1969,  and  which  balance  is  deemed  to 
be  collectible  and  not  subject  to  delin¬ 
quency  collection  procedures,  the  items 
described  in  paragraph  (a)  of  this  sec¬ 
tion,  to  the  extent  applicable,  shall  be 
disclosed  in  a  notice  mailed  or  delivered 
to  the  customer  not  later  than  July  31, 
1969.  If  a  customer  subsequently  utilizes 
such  an  account  in  existence  on  July  1, 
1969,  in  which  no  balance  remained  un¬ 
paid  on  that  date,  and  a  notice  required 
by  paragraph  (a)  of  this  section  has  not 
previously  been  furnished  that  customer, 
then  such  notice  shall  be  mailed  or  de¬ 
livered  to  that  customer  before  or  with 
the  next  billing  on  that  account. 

§  226.8  Credit  other  than  open  end — 
specific  disclosures. 

(a)  General  rule.  Any  creditor  when 
extending  credit  other  than  open  end 
credit  shall,  in  accordance  with  §  226.6 
and  to  the  extent  applicable,  make  the 
disclosures  required  by  this  section  with 
respect  to  any  transaction  consummated 
on  or  after  July  1,  1969.  Except  as  pro¬ 
vided  in  paragraphs  (g)  and  (h)  of  this 
section,  such  disclosures  shall  be  made 
before  the  transaction  is  consummated. 
At  the  time  disclosures  are  made,  the 
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creditor  shall  furnish  the  customer  with 
a  duplicate  of  the  instrument  or  a  state¬ 
ment  by  which  the  required  disclosures 
are  made  and  on  which  the  creditor  is 
identified.  All  of  the  disclosures  shall  be 
made  together  on  either 

(1)  The  note  or  other  instrument  evi¬ 
dencing  the  obligation  on  the  same  side 
of  the  page  and  above  or  adjacent  to 
the  place  for  the  customer’s  signature; 
or 

(2)  One  side  of  a  separate  statement 
which  identifies  the  transaction. 

(b)  Disclosures  in  sale  and  nonsale 
credit.  In  any  transaction  subject  to  this 
section,  the  following  items,  as  applica¬ 
ble,  shall  be  disclosed: 

(1)  The  date  on  which  the  finance 
charge  begins  to  accrue  if  different  from 
the  date  of  the  transaction. 

(2)  The  finance  charge  expressed  as 
an  annual  percentage  rate,  using  the 
term  “annual  percentage  rate,”  except 
in  the  case  of  a  finance  charge. 

(1)  Which  does  not  exceed  $5  and  is 
applicable  to  an  amount  financed  not 
exceeding  $75,  or 

(ii)  Which  does  not  exceed  $7.50  and 
is  applicable  to  an  amount  financed  ex¬ 
ceeding  $75. 

A  creditor  may  not  divide  an  extension 
of  credit  into  two  or  more  transactions 
to  avoid  the  disclosure  of  an  annual  per¬ 
centage  rate,  nor  may  any  other  percent¬ 
age  rate  be  disclosed  if  none  is  stated  in 
reliance  upon  subdivision  (i)  or  (ii)  of 
this  subparagraph. 

(3)  The  number,  amount,  and  due 
dates  or  periods  of  payments  scheduled 
to  repay  the  indebtedness  and,  except  in 
the  case  of  a  loan  secured  by  a  first  lien 
or  equivalent  security  interest  on  a  dwell¬ 
ing  made  to  finance  the  purchase  of  that 
dwelling  and  except  in  the  case  of  a  sale 
of  a  dwelling,  the  sum  of  such  payments 
using  the  term,  “total  of  payments.”  “ 

If  any  payment  is  more  than  twice  the 
amount  of  an  otherwise  regularly  sched¬ 
uled  equal  payment,  the  creditor  shall 
identify  the  amount  of  such  payment  by 
the  term  “balloon  payment”  and  shall 
state  the  conditions,  if  any,  under  which 
that  payment  may  be  refinanced  if  not 
paid  when  due. 

(4)  The  amount,  or  method  of  comput¬ 
ing  the  amount,  of  any  default,  delin¬ 
quency,  or  similar  charges  payable  in 
the  event  of  late  payments. 

(5)  A  description  or  identification  of 
the  type  of  any  security  interest  held  or 
to  be  retained  or  acquired  by  the  creditor 
in  connection  with  the  extension  of 
credit,  and  a  clear  identification  of  the 
property  to  which  the  security  interest 
relates  or,  if  such  property  is  not  identifi¬ 
able,  an  explanation  of  the  manner  in 
which  the  creditor  retains  or  may  acquire 
a  security  interest  in  such  property  which 
the  creditor  is  unable  to  identify.  In  any 
such  case  where  a  clear  identification  of 
such  property  cannot  properly  be  made 

10  The  disclosures  required  by  this  sentence 
need  not  be  made  with  respect  to  interim 
student  loans  made  pursuant  to  federally 
insured  student  loan  programs  under  Public 
Law  89-329,  Title  IV  Part  B  of  the  Higher 
Education  Act  of  1965,  as  amended. 


on  the  disclosure  statement  due  to  the 
length  of  such  identification,  the  note, 
other  instrument  evidencing  the  obliga¬ 
tion,  or  separate  disclosure  statement 
shall  contain  reference  to  a  separate 
pledge  agreement,  or  a  financing  state¬ 
ment,  mortgage,  deed  of  trust,  or  similar 
document  evidencing  the  security  inter¬ 
est,  a  copy  of  which  shall  be  furnished 
to  the  customer  by  the  creditor  as 
promptly  as  practicable.  If  after-ac¬ 
quired  property  will  be  subject  to  the  se¬ 
curity  interest,  or  if  other  or  future 
indebtedness  is  or  may  be  secured  by  any 
such  property,  this  fact  shall  be  clearly 
set  forth  in  conjunction  with  the  descrip¬ 
tion  or  identification  of  the  type  of  se¬ 
curity  interest  held,  retained  or  acquired. 

(6)  A  description  of  any  penalty  charge 
that  may  be  imposed  by  the  creditor  or 
his  assignee  for  prepayment  of  the  prin¬ 
cipal  of  the  obligation  (such  as  a  real 
estate  mortgage)  with  an  explanation  of 
the  method  of  computation  of  such  pen¬ 
alty  and  the  conditions  under  which  it 
may  be  imposed. 

(7)  Identification  of  the  method  of 
computing  any  unearned  portion  of  the 
finance  charge  in  the  event  of  prepay¬ 
ment  of  the  obligation  and  a  statement  of 
the  amount  or  method  of  computation  of 
any  charge  that  may  be  deducted  from 
the  amount  of  any  rebate  of  such  un¬ 
earned  finance  charge  that  will  be  cred¬ 
ited  to  the  obligation  or  refunded  to  the 
customer. 

(c)  Credit  sales.  In  the  case  of  a  credit 
sale,  in  addition  to  the  items  required  to 
be  disclosed  under  paragraph  (b)  of  this 
section,  the  following  items,  as  applicable, 
shall  be  disclosed : 

(1)  The  cash  price  of  the  property  or 
service  purchased,  using  the  term  “cash 
price.” 

(2)  The  amount  of  the  downpayment 
itemized,  as  applicable,  as  downpayment 
in  money,  using  the  term  “cash  down- 
payment,”  downpayment  in  property, 
using  the  term  “trade-in”  and  the  sum, 
using  the  term  “total  downpayment.” 

(3)  The  difference  between  the 
amounts  described  in  subparagraphs  (1) 
and  (2)  of  this  paragraph,  using  the  term 
“unpaid  balance  of  cash  price.” 

(4)  All  other  charges,  individually 
itemized,  which  are  included  in  the 
amount  financed  but  which  are  not  part 
of  the  finance  charge. 

(5)  The  sum  of  the  amounts  deter¬ 
mined  under  subparagraphs  (3)  and  (4) 
of  this  paragraph,  using  the  term  “unpaid 
balance.” 

(6)  Any  amounts  required  to  be  de¬ 
ducted  under  paragraph  (e)  of  this  sec¬ 
tion  using,  as  applicable,  the  terms  “pre¬ 
paid  finance  charge”  and  “required  de¬ 
posit  balance,”  and,  if  both  are  applicable, 
the  total  of  such  items  using  the  term 
“total  prepaid  finance  charge  and  re¬ 
quired  deposit  balance.” 

(7)  The  difference  between  the 
amounts  determined  under  subpara¬ 
graphs  (5)  and  (6)  of  this  paragraph, 
using  the  term  “amount  financed.” 

(8)  Except  in  the  case  of  a  sale  of  a 
dwelling: 

(i)  The  total  amount  of  the  finance 


charge,  with  description  of  each  amount 
included,  using  the  term  “finance 
charge,”  and 

(ii)  The  sum  of  the  amounts  deter- 
mined  under  subparagraphs  (1) ,  (4) ,  and 
(8)  (i)  of  this  paragraph,  using  the  term 
“deferred  payment  price.” 

(d)  Loans  and  other  nonsale  credit 
In  the  case  of  a  loan  or  extension  of  credit 
which  is  not  a  credit  sale,  in  addition  to 
the  items  required  to  be  disclosed  under 
paragraph  (b)  of  this  section,  the  fol¬ 
lowing  items,  as  applicable,  shall  be  dis¬ 
closed: 

(1)  The  amount  of  credit,  excluding 
items  set  forth  in  paragraph  (e)  of  this 
section,  which  will  be  paid  to  the  cus¬ 
tomer  or  for  his  account  or  to  another 
person  on  his  behalf,  including  all 
charges,  individually  itemized,  which  are 
included  in  the  amount  of  credit  ex¬ 
tended  but  which  are  not  part  of  the 
finance  charge,  using  the  term  "amount 
financed.” 

(2)  Any  amount  referred  to  in  para¬ 
graph  (e)  of  this  section  required  to  be 
excluded  from  the  amount  in  subpara¬ 
graph  (1)  of  this  paragraph,  using,  as 
applicable,  the  terms  “prepaid  finance 
charge”  and  “required  deposit  balance,” 
and,  if  both  are  applicable,  the  total  of 
such  items  using  the  term,  “total  pre¬ 
paid  finance  charge  and  required  deposit 
balance.” 

(3)  Except  in  the  case  of  a  loan  se¬ 
cured  by  a  first  lien  or  equivalent  security 
interest  on  a  dwelling  and  made  to  fi¬ 
nance  the  purchase  of  that  dwelling,  the 
total  amount  of  the  finance  charge,11 
with  description  of  each  amount  in¬ 
cluded,  using  the  term  “finance  charge.” 

(e)  Finance  charge  payable  separately 
or  withheld ;  required  deposit  balances. 
The  following  amounts  shall  be  disclosed 
and  deducted  in  a  credit  sale  in  accord¬ 
ance  with  paragraph  (c)  (6)  of  this  sec¬ 
tion,  and  in  other  extensions  of  credit 
shall  be  excluded  from  the  amount  dis¬ 
closed  under  paragraph  (d)  (1)  of  this 
section,  and  shall  be  disclosed  in  accord¬ 
ance  with  paragraph  (d)  (2)  of  this 
section : 

(1)  Any  finance  charge  paid  sepa¬ 
rately,  in  cash  or  otherwise,  directly  of 
indirectly  to  the  creditor  or  with  the 
creditor’s  knowledge  to  another  person, 
or  withheld  by  the  creditor  from  the  pro¬ 
ceeds  of  the  credit  extended.12 

(2)  Any  deposit  balance  or  any  in¬ 
vestment  which  the  creditor  requires  the 
customer  to  make,  maintain,  or  increase 
in  a  specified  amount  or  proportion  as 
a  condition  to  the  extension  of  credit 
except: 

(i)  An  escrow  account  under  para¬ 
graph  (e)  (3)  of  §  226.4, 


n  The  disclosure  required  by  this  subpara¬ 
graph  need  not  be  made  with  respect  to 
interim  student  loans  made  pursuant  to 
federally  insured  student  loan  programs 
under  Public  Law  89-329,  Title  IV  Part  B 
of  the  Higher  Education  Act  of  1965,  as 
amended. 

12  Finance  charges  deducted  or  excluded 
as  provided  by  this  paragraph  shall,  never¬ 
theless,  be  included  in  determining  the  fi¬ 
nance  charge  under  I  226.4. 
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(ii)  A  deposit  balance  which  will  be  finance  charges  attributable  thereto.  For  (2)  The  date  to  which,  or  the  time  pe- 
wholly  applied  toward  satisfaction  of  the  the  purposes  of  this  subparagraph,  in  the  riod  for  which  payment  is  deferred  or 

customer’s  obligation  in  the  transaction,  case  of  items  purchased  on  different  extended;  and 

C  (iii)  A  deposit  balance  or  investment  dates,  the  first  purchased  shall  be  deemed  (3)  The  amount  of  the  charge  or  fee 
which  was  in  existence  prior  to  the  ex-  first  paid  for,  and  in  the  case  of  items  for  the  deferral  or  extension, 
tension  of  credit  and  which  is  offered  purchased  on  the  same  date,  the  lowest  (m)  Series  of  single  payment  obliga- 
bv  the  customer  as  security  for  that  ex-  priced  shall  be  deemed  first  paid  for.  tions.  Any  extension  of  credit  involving 
tension  of  credit,  (i)  Advances  under  loan  commitments,  a  series  of  single  payment  obligations 

iiv)  A  deposit  balance  or  investment  If  a  loan  is  one  of  a  series  of  advances  shall  be  considered  a  single  transaction 

which  was  acquired  or  established  from  made  pursuant  to  a  written  agreement  subject  to  the  disclosure  requirements  of 
the  proceeds  of  an  extension  of  credit  under  which  a  creditor  is  or  may  be  this  part. 

■*  •  -  upon  written  committed  to  extend  credit  to  a  cus- 

tomer  up  to  a  specified  amount,  and  the 
customer  has  approved  in  writing  the 


made  for  that  purpose 
request  of  the  customer. 

<f)  First  lien  to  finance  construction 
of  dwelling.  In  any  case  where  a  first 
lien  or  equivalent  security  interest  in  real 
property  is  retained  or  acquired  by  a 
creditor  in  connection  with  the  financing 
of  the  initial  construction  of  a  dwelling, 
or  in  connection  with  a  loan  to  satisfy 
that  construction  loan  and  provide  per¬ 
manent  financing  of  that  dwelling, 
whether  or  not  the  customer  previously 
owned  the  land  on  which  that  dwelling 
is  to  be  constructed,  such  security  in¬ 
terest  shall  be  considered  a  first  lien 
against  that  dwelling  to  finance  the  pur¬ 
chase  of  that  dwelling. 

(g)  Orders  by  mail  or  telephone.  If  a 
creditor  receives  a  purchase  order  or  a 
request  for  an  extension  of  credit  by 
mail,  telephone,  or  ■written  communica¬ 
tion  without  personal  solicitation,  the 
disclosures  required  under  this  section 
may  be  made  any  time  not  later  than 
the  date  the  first  payment  is  due,  pro¬ 
vided: 

(1)  In  the  case  of  credit  sales,  the 
cash  price,  the  downpayment,  the  fi¬ 
nance  charge,  the  deferred  payment 
price,  the  annual  percentage  rate,  and 
the  number,  frequency,  and  amount  of 
payments  are  set  forth  in  or  are  deter¬ 
minable  from  the  creditor’s  catalog  or 
other  printed  material  distributed  to  the 
public;  or 

(2)  In  the  case  of  loans  or  other  ex¬ 
tensions  of  credit,  the  amount  of  the 
loan,  the  finance  charge,  the  total  sched¬ 
uled  payments,  the  number,  frequency, 
and  amount  of  payments,  and  the  an¬ 
nual  percentage  rate  for  representative 
amounts  or  ranges  of  credit  are  set  forth 
in  or  are  determinable  from  the  cred¬ 
itor’s  printed  material  distributed  to  the 
public,  in  the  contract  of  loan,  or  in 
other  printed  material  delivered  or  made 
available  to  the  customer. 

(h)  Series  of  sales.  If  a  credit  sale  is 
one  of  a  series  of  transactions  made 
pursuant  to  an  agreement  providing  for 
the  addition  of  the  amount  financed  plus 
the  finance  charge  for  the  current  sale 
to  an  existing  outstanding  balance,  then 
the  disclosures  required  under  this  sec¬ 
tion  for  the  current  sale  may  be  made 
at  any  time  not  later  than  the  date  the 
first  payment  for  that  sale  is  due,  pro¬ 
vided: 

(1)  The  customer  has  approved  in 
writing  both  the  annual  percentage  rate 
or  rates  and  the  method  of  treating  any 
unearned  finance  charge  on  an  existing 
outstanding  balance  in  computing  the 
finance  charge  or  charges;  and 

(2)  The  creditor  retains  no  security 
interest  in  any  property  as  to  which  he 
has  received  payments  aggregating  the 
amount  of  the  sale  price  including  any 


annual  percentage  rate  or  rates,  the 
method  of  computing  the  finance  charge 
or  charges,  and  any  other  terms,  the 
agreement  shall  be  considered  a  single 
transaction,  and  the  disclosures  required 
under  this  section  at  the  creditor’s  option 
need  be  made  only  at  the  time  the  agree¬ 
ment  is  executed. 

(j)  Refinancing,  consolidating,  or  in¬ 
creasing.  If  any  existing  extension  of 
credit  is  refinanced,  or  two  or  more  exist¬ 
ing  extensions  of  credit  are  consolidated, 
or  an  existing  obligation  is  increased, 
such  transaction  shall  be  considered  a 
new  transaction  subject  to  the  disclosure 
requirements  of  this  part.  For  the  pur¬ 
pose  of  such  disclosure,  any  unearned 
portion  of  the  finance  charge  which  is 
not  credited  to  the  existing  obligation 
shall  be  added  to  the  new  finance  charge 
and  shall  not  be  included  in  the  new 
amount  financed.  Any  increase  in  an 
existing  obligation  to  reimburse  the  cred¬ 
itor  for  undertaking  the  customer’s  ob¬ 
ligation  in  perfecting,  protecting  or  pre¬ 
serving  the  security  shall  not  be  con¬ 
sidered  a  new  transaction  subject  to  this 
part.  Any  advance  for  agricultural  pur¬ 
poses  made  under  an  open  end  real  estate 
mortgage  or  similar  lien  shall  not  be  con¬ 
sidered  a  new  transaction  subject  to  the 
disclosure  requirements  of  this  section, 
provided; 

(1)  The  maturity  of  the  advance  does 
not  exceed  2  years; 

(2)  No  increase  is  made  in  the  annual 
percentage  rate  previously  disclosed;  and 

(3)  All  disclosures  required  by  this  part 
were  made  at  the  time  the  security  in¬ 
terest  was  acquired  by  the  creditor  or  at 
any  time  prior  to  the  first  advance  made 
on  or  following  the  effective  date  of  this 
part. 

(k)  Assumption  of  an  obligation.  Any 
creditor  who  accepts  a  subsequent  cus¬ 
tomer  as  an  obligor  under  an  existing 
obligation  shall  make  the  disclosures  re¬ 
quired  by  this  part  to  that  customer  be¬ 
fore  he  becomes  so  obligated.  If  the  obli¬ 
gation  so  assumed  is  secured  by  a  first 
lien  or  equivalent  security  interest  on  a 
dwelling,  and  the  assumption  is  made  for 
the  subsequent  customer  to  acquire  that 
dwelling,  that  obligation  shall  be  con¬ 
sidered  a  loan  made  to  finance  the  pur¬ 
chase  of  that  dwelling. 

(1)  Deferrals  or  extensions.  In  the  case 
of  an  obligation  other  than  an  obligation 
upon  which  the  amount  of  the  finance 
charge  is  determined  by  the  application 
of  a  percentage  rate  to  the  unpaid  bal¬ 
ance,  if  the  creditor  imposes  a  charge  or 
fee  for  deferral  or  extension,  the  creditor 
shall  disclose  to  the  customer 

(1)  The  amount  deferred  or  extended; 


(n)  Permissible  periodic  statements.  If 
a  creditor  transmits  a  periodic  billing 
statement13  other  than  a  delinquency 
notice,  payment  coupon  book,  or  pay¬ 
ment  passbook,  or  a  statement,  billing, 
or  advice  relating  exclusively  to  amounts 
to  be  paid  by  the  customer  as  escrows  for 
payment  of  taxes,  insurance,  and  water, 
sewer,  and  land  rents,  it  shall  be  in  a 
form  which  the  customer  may  retain 
and  shall  set  forth 

(1)  The  annual  percentage  rate  or 
rates;  and 

(2)  The  date  by  which,  or  the  period, 
if  any,  within  which  payment  must  be 
made  in  order  to  avoid  late  payment  or 
delinquency  charges. 

(o)  Discount  for  prompt  payment.  Ex¬ 
cept  as  provided  under  §  226.3(d),  the 
amount  of  any  discount  allowed  for  pay¬ 
ment  of  a  single  payment  obligation  on 
or  before  a  specified  date,  or  charge  for 
delaying  payment  after  a  specified  date, 
shall  be  disclosed  on  the  billing  state¬ 
ment  as  a  finance  charge  imposed  on  the 
least  amount  payable  in  satisfaction  of 
the  obligation  (amount  financed)  for 
the  period  of  time  between  the  specified 
date  and  the  due  date  of  the  obligation, 
or  in  the  absence  of  a  designated  due 
date,  the  date  the  billing  cycle  ends.  Ex¬ 
cept  as  provided  in  paragraph  (b)(2) 
of  this  section,  each  such  billing  state¬ 
ment  shall,  in  addition  to  stating  the 
amount  of  that  “finance  charge,”  using 
that  term,  state  the  “annual  percentage 
rate,”  using  that  term,  computed  so  that 
it  may  be  disclosed  with  an  accuracy 
to  the  nearest  quarter  of  1  percent  and 
determined  by  (1)  dividing  the  amount 
of  the  finance  charge  by  the  amount  fi¬ 
nanced;  (2)  dividing  the  quotient  so 
obtained  by  the  number  of  days  between 
the  specified  date  and  the  due  date  of 
the  obligation,  or  in  the  absence  of  a 
designated  due  date,  the  date  the  billing 
cycle  ends;  and  (3)  multiplying  the  quo¬ 
tient  so  obtained  (expressed  as  a  per¬ 
centage)  by  365.  (For  example,  a  $1,000 
purchase  of  grain,  subject  to  terms  of 
2%/10  days,  net  30  days,  results  in  a 
“finance  charge”  of  $20  and  an  amount 
financed  $980  for  a  period  of  20  days.  The 
“annual  percentage  rate”  is  37.24% 
which  may  be  rounded  to  37.25%  or 
37y4%.) 


§  226.9  Right  to  rescind  certain  trans¬ 
actions. 

(a)  General  rule.  Except  as  otherwise 
provided  in  this  section,  in  the  case  of 


13  Any  statement,  notice,  or  reminder  of 
payment  due  on  any  transaction  payable 
in  installments  which  is  mailed  or  delivered 
periodically  to  the  customer  in  advance  of 
the  due  date  of  the  installment  shall  be  a 
periodic  billing  statement  for  the  purpose 
of  this  paragraph. 
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any  credit  transaction  in  which  a  se¬ 
curity  interest  is  or  will  be  retained  or 
acquired  in  any  real  property  which  is 
used  or  is  expected  to  be  used  as  the  prin¬ 
cipal  residence  of  the  customer,  the  cus¬ 
tomer  shall  have  the  right  to  rescind 
that  transaction  until  midnight  of  the 
third  business  day,14  following  the  date 
of  consummation  of  that  transaction 
cr  the  date  of  delivery  of  the  disclosures 
required  under  this  section  and  all  other 
material  disclosures  required  under  this 
part,  whichever  is  later,  by  notifying  the 
creditor  by  mail,  telegram,  or  other 
writing  of  his  intention  to  do  so.  Notifi¬ 
cation  by  mail  shall  be  considered  given 
at  the  time  mailed;  notification  by  tele¬ 
gram  shall  be  considered  given  at  the 
time  filed  for  transmission;  and  notifi¬ 
cation  by  other  writing  shall  be  con¬ 
sidered  given  at  the  time  delivered  to  the 
creditor’s  designated  place  of  business. 

(b)  Notice  of  opportunity  to  rescind. 
Whenever  a  customer  has  the  right  to 
rescind  a  transaction  under  paragraph 
(a)  of  this  section,  the  creditor  shall  give 
notice  of  that  fact  to  the  customer  by 
furnishing  the  customer  with  two  copies 
of  the  notice  set  out  below,  one  of  which 
may  be  used  by  the  customer  to  cancel 
the  transaction.  Such  notice  shall  be 
printed  in  capital  and  lower  case  letters 
of  not  less  than  12-point  bold-faced  type 
on  one  side  of  a  separate  statement  which 
identifies  the  transaction  to  which  it 
relates.  Such  statement  shall  also  set 
forth  the  entire  paragraph  (d)  of  this 
section,  “Effect  of  rescission.”  If  such 
paragraph  appears  on  the  reverse  side 
of  the  statement,  the  face  of  the  state¬ 
ment  shall  state:  ‘‘See  reverse  side  for 
important  information  about  your  right 
of  rescission.”  Before  furnishing  copies 
of  the  notice  to  the  customer,  the  credi¬ 
tor  shall  complete  both  copies  with  the 
name  of  the  creditor,  the  address  of  the 
creditor’s  place  of  business,  the  date  of 
consummation  of  the  transaction,  and 
the  date,  not  earlier  than  the  third  busi¬ 
ness  day  following  the  date  of  the  trans¬ 
action,  by  which  the  customer  may  give 
notice  of  cancellation. 

Notice  to  customer  required  by  Federal  Law: 

You  have  entered  into  a  transaction  on 

_ which  may  result  in  a  lien, 

(Date) 

mortgage,  or  other  security  interest  on  your 
home.  You  have  a  legal  right  under  Federal 
Law  to  cancel  this  transaction,  if  you  desire 
to  do  so,  without  any  penalty  or  obligation 
within  three  business  days  from  the 
above  date  or  any  later  date  on  which 
all  material  disclosures  required  under  the 
Truth  in  Lending  Act  have  been  given  to  you. 
If  you  so  cancel  the  transaction,  any  lien, 
mortgage,  or  other  security  interest  on  your 
home  arising  from  this  transaction  is  auto¬ 
matically  void.  You  are  also  entitled  to  re¬ 
ceive  a  refund  of  any  downpayment  or  other 
consideration  if  you  cancel.  If  you  decide  to 
cancel  this  transaction,  you  may  do  so  by 
notifying : 


(Name  of  creditor) 


11  For  the  purposes  of  this  section,  a  busi¬ 
ness  day  is  any  calendar  day  except  Sunday, 
or  the  following  business  holidays:  New 
Year’s  Day,  Washington’s  Birthday,  Memo¬ 
rial  Day,  Independence  Day,  Labor  Day,  Vet¬ 
erans’  Day,  Thanksgiving,  and  Christmas. 


at  _ 

(Address  of  creditor’s  place  of  business) 
by  mail  or  telegram  sent  not  later  than  mid¬ 
night  of _ You  may 

(Date) 

also  use  any  other  form  of  written  notice 
identifying  the  transaction  if  it  is  delivered 
to  the  above  address  not  later  than  that 
time.  This  notice  may  be  used  for  that  pur¬ 
pose  by  dating  and  signing  below. 

I  hereby  cancel  this  transaction. _ 

(Date) 


(Customer’s  signature) 

(c)  Delay  of  performance.  Except  as 
provided  in  paragraph  (e)  of  this  section, 
the  creditor  in  any  transaction  subject 
to  this  section  shall  not  perform,  or  cause 
or  permit  the  performance  of,  any  of  the 
following  actions  until  after  the  rescis¬ 
sion  period  has  expired  and  he  has  rea¬ 
sonably  satisfied  himself  that  the  cus¬ 
tomer  has  not  exercised  his  right  of 
rescission:  v 

(1)  Disburse  any  money  other  than  in 
escrow; 

(2)  Make  any  physical  changes  in  the 
property  of  the  customer; 

(3)  Perform  any  work  or  service  for  the 
customer;  or 

(4)  Make  any  deliveries  to  the  resi¬ 
dence  of  the  customer  if  the  creditor  has 
retained  or  will  acquire  a  security  inter¬ 
est  other  than  one  arising  by  operation 
of  law. 

(d)  Effect  of  rescission.  When  a  cus¬ 
tomer  exercises  his  right  to  rescind  under 
paragraph  (a)  of  this  section,  he  is  not 
liable  for  any  finance  or  other  charge, 
and  any  security  interest  becomes  void 
upon  such  a  rescission.  Within  10  days 
after  receipt  of  a  notice  of  rescission,  the 
creditor  shall  return  to  the  customer  any 
money  or  property  given  as  earnest 
money,  downpayment,  or  otherwise,  and 
shall  take  any  action  necessary  or  ap¬ 
propriate  to  reflect  the  termination  of 
any  security  interest  created  under  the 
transaction.  If  the  creditor  has  delivered 
any  property  to  the  customer,  the  cus¬ 
tomer  may  retain  possession  of  it.  Upon 
the  performance  of  the  creditor’s  obliga¬ 
tions  under  this  section,  the  customer 
shall  tender  the  property  to  the  creditor, 
except  that  if  return  of  the  property  in 
kind  would  be  impracticable  or  inequita¬ 
ble,  the  customer  shall  tender  its  rea¬ 
sonable  value.  Tender  shall  be  made  at 
the  location  of  the  property  or  at  the  res¬ 
idence  of  the  customer,  at  the  option  of 
the  customer.  If  the  creditor  does  not  take 
possession  of  the  property  within  10  days 
after  the  tender  by  the  customer,  owner¬ 
ship  of  the  property  vests  in  the  customer 
without  obligation  on  his  part  to  pay 
for  it. 

(e)  Waiver  of  right  of  rescission.  A 
customer  may  modify  or  waive  his  right 
to  rescind  a  transaction  subject  to  the 
provisions  of  this  section  provided: 

(1)  The  extension  of  credit  is  needed 
in  order  to  meet  a  bona  fide  immediate 
personal  financial  emergency  of  the 
customer; 

(2)  The  customer  has  determined  that 
a  delay  of  3  business  days  in  perform¬ 
ance  of  the  creditor’s  obligation  under 
the  transaction  will  jeopardize  the  wel¬ 
fare,  health,  or  safety  of  natural  persons 


or  endanger  property  which  the  customer 
owns  or  for  which  he  is  responsible;  and 

(3)  The  customer  furnishes  the  cred¬ 
itor  with  a  separate  dated  and  signed 
personal  statement  describing  the  situa¬ 
tion  requiring  immediate  remedy  and 
modifying  or  waiving  his  right  of  rescis¬ 
sion.  The  use  of  printed  forms  for  this 
purpose  is  prohibited. 

(f)  Joint  ownership.  For  the  purpose 
of  this  section,  “customer”  shall  include 
two  or  more  customers  where  joint  own¬ 
ership  is  involved,  and  the  following  shall 
apply: 

(1)  The  right  of  rescission  of  the  trans¬ 
action  may  be  exercised  by  any  one  of 
them,  in  which  case  the  effect  of  rescis¬ 
sion  in  accordance  with  paragraph  (d) 
of  this  section  applies  to  all  of  them;  and 

(2)  Any  waiver  of  the  right  of  rescis¬ 
sion  provided  in  paragraph  (f)  of  this 
section  is  invalid  unless  signed  by  all  of 
them. 

(g)  Exceptions  to  general  rule.  This 
section  does  not  apply  to: 

(1)  The  creation,  retention,  or  as¬ 
sumption  of  a  first  lien  or  equivalent 
security  interest  to  finance  the  acquisi¬ 
tion  of  a  dwelling  in  which  the  customer 
resides  or  expects  to  reside. 

(2)  A  security  interest  which  is  a  first 
lien  retained  or  acquired  by  a  creditor  in 
connection  with  the  financing  of  the 
initial  construction  of  the  residence  of 
the  customer,  or  in  connection  with  a 
loan  committed  prior  to  completion  of 
the  construction  of  that  residence  to  sat¬ 
isfy  that  construction  loan  and  provide 
permanent  financing  of  that  residence, 
whether  or  not  the  customer  previously 
owned  the  land  on  which  that  residence 
is  to  be  constructed. 

(3)  Any  lien  by  reason  of  its  subordina¬ 
tion  at  any  time  subsequent  to  its  crea¬ 
tion,  if  that  lien  was  exempt  from  the 
provisions  of  this  section  when  it  was 
originally  created. 

(4)  Any  advance  for  agricultural  pur¬ 
poses  made  pursuant  to  paragraph  (j)  of 
§  226.8  under  an  open  end  real  estate 
mortgage  or  similar  lien,  provided  the 
disclosure  required  under  paragraph  (b) 
of  this  section  was  made  at  the  time  the 
security  interest  was  acquired  by  the 
creditor  or  at  any  time  prior  to  the  first 
advance  made  on  or  following  the  effec¬ 
tive  date  of  this  part. 

§  226.10  Advertising  credit  terms. 

(a)  General  rule.  No  advertisement  to 
aid,  promote,  or  assist  directly  or  indi¬ 
rectly  any  extension  of  credit  may  state 

(1)  That  a  specific  amount  of  credit 
or  installment  amount  can  be  arranged 
unless  the  creditor  usually  and  custom¬ 
arily  arranges  or  will  arrange  credit 
amounts  or  installments  for  that  period 
and  in  that  amount;  or 

(2)  That  no  downpayment  or  that  a 
specified  downpayment  will  be  accepted 
in  connection  with  any  extension  of 
credit,  unless  the  creditor  usually  and 
customarily  accepts  or  will  accept  down- 
payments  in  that  amount. 

(b)  Catalogs  and  multipage  advertist- 
ments.  If  a  catalog  or  other  multiple- 
page  advertisement  sets  forth  or  gives 
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information  in  sufficient  detail  to  per¬ 
mit  determination  of  the  disclosures  re- 
auired  by  this  section  in  a  table  or  sched¬ 
ule  of  credit  terms,  such  catalog  or 
multiple-page  advertisement  shall  be 
considered  a  single  advertisement  pro¬ 
vided: 

(D  The  table  or  schedule  and  the  dis¬ 
closures  made  therein  are  set  forth 
clearly  and  conspicuously,  and 

(2)  Any  statement  of  credit  terms  ap¬ 
pearing  in  any  place  other  than  in  that 
table  or  schedule  of  credit  terms  clearly 
and  conspicuously  refers  to  the  page  or 
pages  on  which  that  table  or  schedule  ap¬ 
pears,  unless  that  statement  discloses 
all  of  the  credit  terms  required  to  be 
stated  under  this  section.  For  the  purpose 
of  this  subparagraph,  cash  price  is  not 
a  credit  term. 

(c)  Advertising  of  open  end  credit.  No 
advertisement  to  aid,  promote,  or  assist 
directly  or  indirectly  the  extension  of 
open  end  credit  may  set  forth  any  of  the 
terms  described  in  paragraph  (a)  of 
§  226.7,  the  Comparative  Index  of  Credit 
Cost,  or  that  no  downpayment,  a  spec¬ 
ified  downpayment,  or  a  specified  pe¬ 
riodic  payment  is  required  or  any  of  the 
following  items  unless  it  also  clearly  and 
conspicuously  sets  forth  all  the  following 
items  in  terminology  prescribed  under 
paragraph  <b)  of  §  226.7: 

(1)  An  explanation  of  the  time  period, 
if  any,  within  which  any  credit  extended 
may  be  paid  without  incurring  a  finance 
charge. 

(2)  The  method  of  determining  the 
balance  upon  which  a  finance  charge  may 
be  imposed. 

(3)  The  method  of  determining  the 
amount  of  the  finance  charge,  including 
the  determination  of  any  minimum, 
fixed,  check  service,  transaction,  activity, 
or  similar  charge,  which  may  be  imposed 
as  a  finance  charge. 

(4)  Where  one  or  more  periodic  rates 
may  be  used  to  compute  the  finance 
charge,  each  such  rate,  the  range  of  bal¬ 
ances  to  which  it  is  applicable,  and  the 
corresponding  annual  percentage  rate 
determined  by  multiplying  the  periodic 
rate  by  the  number  of  periods  in  a  year. 

(5)  The  conditions  under  which  any 
other  charges  may  be  imposed,  and  the 
method  by  which  they  will  be  determined. 

(6)  The  minimum  periodic  payment 
required. 

(d)  Advertising  of  credit  other  than 
open  end.  No  advertisement  to  aid,  pro¬ 
mote,  or  assist  directly  or  indirectly  any 
credit  sale  including  the  sale  of  resi- 

/  dential  real  estate,  loan,  or  other  exten¬ 
sion  of  credit,  othey  than  open  end  credit, 
subject  to  the  provisions  of  this  part, 
shall  state 

(1)  The  rate  of  a  finance  charge  unless 
it  states  the  rate  of  that  charge  expressed 
as  “annual  percentage  rate,”  using  that 
term; 

(2)  The  amount  of  the  downpayment 
required  or  that  no  downpayment  is  re¬ 
quired,  the  amount  of  any  installment 


payment,  the  dollar  amount  of  any 
finance  charge,  the  number  of  install¬ 
ments  or  the  period  of  repayment,  or 
that  there  is  no  charge  for  credit,  unless 
it  states  all  of  the  following  items  in 
terminology  prescribed  under  §  226.8 : 

(i)  The  cash  price  or  the  amount  of 
the  loan,  as  applicable. 

(ii)  The  amount  of  the  downpayment 
required  or  that  no  downpayment  is  re¬ 
quired,  as  applicable. 

(iii)  The  number,  amount,  and  due 
dates  or  period  of  payments  scheduled  to 
repay  the  indebtedness  if  the  credit  is 
extended. 

(iv)  The  amount  of  the  finance  charge 
expressed  as  an  annual  percentage  rate. 
The  exemptions  from  disclosure  of  an  an¬ 
nual  percentage  rate  permitted  in  para¬ 
graph  (b)(2)  of  §  226.8  shall  not  apply 
to  this  subdivision. 

(v)  Except  in  the  case  of  the  sale  of  a 
dwelling  or  a  loan  secured  by  a  first  lien 
on  a  dwelling  to  purchase  that  dwelling, 
the  deferred  payment  price  or  the  sum  of 
the  payments,  as  applicable. 

§226.11  Comparative  Index  of  Credit 
Cost  for  open  end  credit. 

(a)  General  rule.  Any  creditor  who 
elects  to  disclose  the  Comparative  Index 
of  Credit  Cost  on  open  end  credit  ac¬ 
counts 

(1)  Shall  compute  the  Comparative 
Index  of  Credit  Cost  in  accordance  with 
paragraph  (b)  of  this  section. 

(2)  Shall  recompute  the  Comparative 
Index  of  Credit  Cost  in  accordance  with 
paragraph  (b)  of  this  section  based  upon 
any  new  open  end  credit  account  terms 
to  be  adopted  and  shall  disclose  the  new’ 
Comparative  Index  of  Credit  Cost  in  ac¬ 
cordance  with  paragraph  (c)  (2)  of  this 
section  concurrently  with  the  notice  re¬ 
quired  under  paragraph  (e)  of  §  226.7, 

(3)  Shall,  when  making  such  disclos¬ 
ure  under  the  provisions  of  subpara¬ 
graphs  (a)  (5)  and  (b)  (7)  of  §  226.7, 
make  the  disclosure  to  all  open  end  credit 
account  customers:  and 

(4)  Shall  not  utilize  such  disclosure  so 
as  to  mislead,  or  confuse  the  customer 
or  contradict,  obscure,  or  detract  atten¬ 
tion  from  the  required  disclosures. 

(b)  Computation  of  Comparative  In¬ 
dex  of  Credit  Cost.  The  Comparative 
Index  of  Credit  Cost  for  each  open  end 
credit  plan  shall  be  computed  by  apply¬ 
ing  the  creditor’s  terms  of  that  plan  to 
the  following  hypothetical  factors: 

( 1 )  A  single  transaction  in  the  amount 
of  $100  is  debited  on  the  first  day  of  a 
billing  cycle  to  an  open  end  credit  ac¬ 
count  having  no  previous  balance. 

(2)  The  creditor  imposes  all  finance 
charges  including  periodic,  fixed,  mini¬ 
mum  or  other  charges  applicable  to  such 
account  in  amounts  and  on  dates  con¬ 
sistent  with  his  policy  of  imposing  such 
charges  upon  opej^end  credit  accounts. 

(3)  The  exact?  amount  of  the  required 
minimum  periodic  payment  is  paid  on 
the  last  day  of  each  subsequent  and  suc¬ 
cessive  billing  cycle  until  the  amount  of 


the  single  transaction,  together  with  ap¬ 
plicable  finance  charges,  is  paid  in  full. 

(4)  The  Comparative  Index  of  Credit 
Cost  shall  be  expressed  and  disclosed  as 
a  percentage  accurate  to  the  nearest 
quarter  of  1  percent  and  shall  be  deter¬ 
mined  by  dividing  the  total  amount  of 
the  finance  charges  imposed  by  the  sum 
of  the  daily  balances  and  multiplying  the 
quotient  so  obtained  (expressed  as  a  per¬ 
centage)  by  365. 

(c)  Form  of  disclosure.  Any  creditor 
who  elects  to  disclose  the  Comparative 
Index  of  Credit  Cost  shall: 

(1)  Make  the  disclosure  in  the  form 
of  the  following  statement: 

Our  Comparative  Index  of  Credit  Cost  un¬ 
der  the  terms  of  our  open  end  credit  account 

plan  is _  To  per  year,  computed  on 

the  basis  of  a  single  transaction  of  $100 
debited  on  the  first  day  of  a  billing  cycle 
to  an  account  having  no  previous  balance, 
and  paid  in  required  minimum  consecutive 
installments  on  the  last  day  of  each  suc¬ 
ceeding  billing  cycle  until  the  transaction 
and  all  finance  charges  are  paid  in  full.  The 
actual  percentage  cost  of  credit  on  your  ac¬ 
count  may  be  higher  or  lower  depending  on 
the  dates  and  amounts  of  charges  and  pay¬ 
ments. 

(2)  Disclose  any  newly  computed 

Comparative  Index  of  Credit  Cost  in  the 
form  of  the  statement  prescribed  in  sub- 
paragraph  (1)  of  this  paragraph,  except 
that  the  statement  shall  be  preceded  by 
the  words  “Effective  as  of _ ,” 

(date) 

and  the  words  “will  be”  shall  be  substi¬ 
tuted  for  the  word  “is”  in  the  second  line 
of  the  statement. 

§  226.12  Exemption  of  certain  State 
regulated  transactions. 

(a)  Exemption  for  State  regulated 
transactions.  In  accordance  with  the  pro¬ 
visions  of  Supplement  II  to  Regulation  Z 
(§  226.12 — supplement),  any  State  may 
make  application  to  the  Board  for  ex¬ 
emption  of  any  class  of  transactions 
within  that  State  from  the  requirements 
of  Chapter  2  of  the  Act  and  the  corre¬ 
sponding  provisions  of  this  part:  Pro¬ 
vided,  That — 

(1)  Under  the  law  of  that  State,  that 
class  of  transactions  is  subject  to  require¬ 
ments  substantially  similar  to  those  im¬ 
posed  under  chapter  2  of  the  Act  and  the 
corresponding  provisions  of  this  part; 
and 

(2)  There  is  adequate  provision  for 
enforcement. 

(b)  Procedures  and  criteria.  On  or  be¬ 
fore  July  1,  1969,  the  Board  will  promul¬ 
gate  and  publish  Supplement  II  to  Reg¬ 
ulation  Z  (§  226.12 — supplement)  in 
which  will  be  set  forth,  as  established  by 
the  Board,  the  procedures  and  criteria 
under  which  any  State  may  apply  for 
the  determination  provided  for  in  para¬ 
graph  (a)  of  this  section.  Upon  publica¬ 
tion  of  Supplement  II  of  Regulation  Z 
application  may  be  made  to  the  Board 
for  such  determination. 

[F.R.  Doc.  69-1548;  Filed,  Feb.  10,  1969; 

8:45  a.m.] 
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